A SUL? , 


BUSTON ~_\ 
BUNVERSITY c J 
xY/ 


Py ne 





March 18, 1937 


ANOTHER JOB FOR HERCULES 
By G. W. Lineweaver 
A Plan to Solve TVA: Tangle 
By George E. Doying 
Who Foots the Bills for the 
Federal Power Subsidies 
By. Frank T. Post 
The Futility of Regulation 
by Valuation 
By Earl H. Barber 





‘5 EEO: 


PUBLIC UTILITIES REPORTS, 
PUBLISHERS 





an organized ple 


to increase your connected lc 


i ing i iecti . 3. Installing 40 or 50 such load builders 
meee Om wane Bending ie eiipative be your lines each month is the fastest way 


cause it concentrates on one prede- joost your load. 


termined plan, you will be able to in- Silex is eager to give you a campaign sui 
crease your load if you specialize on this to your property. Simply write today. 7 
new, low-priced Silex glass coffee maker. Silex Company, Dept. 34, Hartford, Conn. 


inst 
Here’s how following an organized plan on Pyrex brand glass, guaranteed again 


j ; heat breakage 
— glass coffee makers will boost your Both oes and electric modek. 


; Prices range from $17.45 to $228.45 
1. Silex glass coffee makers are easy to sell. Model shown, $32.95 
Simply show a restaurant or soda fountain , 7 
operator that better tasting coffee ... as 
brewed in a Silex glass coffee maker .. . will 
step-up his volume of business . . . and he : Bas 
readily buys. [, ea + AGS 


2. The new, low-priced four unit Drake pic- 
tured is equipped with two combination brew- 
ing and warming burners and two warming 
burners. The brewers consume 5000 BTU’s 
per hour. The warmers 400 BTU’s. 


Concentrate on this low-priced model 


i it.€ X 


TRADE MARK RIGISTERED US DAT OFF, 
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TIRE DELAYS ENDED 


AY DOZENS OF UTILITY OPERATORS 


"We used to have two or 
ee road delays a week from 
failures. Since using Good- 
h Silvertowns we haven’t 
1 a single one.” 


hat’s a typical statement 
na utility company. Truck 
ers everywhere have had 
same experience since the 
oduction of the Triple Pro- 
ed Silvertown. Goodrich 
neers set out to lick the 
lem of sidewall failures. 
y found that 8 out of 10 
hature failures occur in 
sidewall “Failure Zone.” 
developed three separate 
ds to strengthen the 
at this point. Taken to- 
fr, they called their in- 
ion Triple Protection. 


Protects Against 
Blow-outs 


And it’s the greatest pro- 
tection against sidewall breaks 
and blow-outs ever offered 
Here are three de- 

found only in 


truckers. 
velopments 
Silvertowns: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


. PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 
bead. 


100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies — reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-126 


With today’s loads, today’s 
speeds, you need this added 
protection. It should increase 
the safety of your truck oper- 
ation, cut down on delays and 
repair bills, save you real 
money on tire costs. 

Ask the man in charge of 
tire purchases to check the 
Goodrich story. Have him 


run tests. Investigate every 


claim. We think you will be 
surprised at what Goodrich 
Silvertowns and Goodrich 


service can do for you. 


If you prefer, write us di- 
rect for information on what 
we are doing for other com- 
panies. Write your name and 
address in the margin below. 
Tear off and mail today. 


The B. F. Goodrich Company, Akron, Ohio «* 
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SHEATHED CABLE 
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1é 
BURIED TIME (IN MONTHS) 


The excellent moisture resistance of Okosheath cable is shown by the above curves. These show 
the results obtained on a length of standard, single conductor No. 4/0 A. W. G., 600-volt Oko- 
sheath cable which has been buried in wet ground for five years. It was removed periodically and 


tested after twelve hours’ immersion in water. 


lark the extreme simplicity of Okosheath 
pble. Just a tough rubber belt around the 
pnductor. That is Okosheath. Simple in 
ssign—but it lasts. 

here is nothing to deteriorate and rot 
way. Enormous quantities of Okosheath, 
ed both in conduit and buried directly in 
ke ground, have demonstrated its dura- 
lity. The Okosheath Service Record: No 
bmplaints, no failures. 

kosheath is effectually moisture resistant. 
is clean, smooth, flexible, light in weight, 


yON, 
Sone 


small in diameter; easy to handle and in- 
stall. A lineman can splice it. Tough and 
compact, Okosheath is just the cable for the 
tough pulls. 


Okosheath opens the way for the new trends 
and demands. Besides lower first cost, it 
saves in maintenance. The dollar benefits are 
both ways. 


Note: The above chart appears in our. latest 
booklet on Okosheath, which will be mailed 


upon request. 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


KONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Pages with the Editors 





EORGANIZATION appears to be the order 
R' of the day in the modern world, and in 
the process, “youth will be served” seems to 
be the recurring theme. From Italy come 
pictures of marching regiments of the Sons of 
the Wolf—an organization composed of volun- 
teers from five to nine years of age. In Japan, 
10-year olds drill with machine guns, while 
in Germany squads of comparative veterans 
of fifteen years of age goose step with gas 
masks before the motion picture cameras. 


Little did we think, however, that the day 
would come when vaudeville comedians in 
our own fair land would be making jokes 
about fantastic rumors of the President’s in- 
tention of naming young Freddie Bartholo- 
mew and Shirley Temple to the bench of the 
Supreme Court of the United States. 


Seriously speaking of age, however, we 
noted with interest the observation recently 
made by a Texas editor to the effect that since 
1800 no Chief Justice has ever retired from 
the Supreme Court of the United States. All 
of them have died in office and all but one 
have lived to be more than seventy years old. 
Interesting also is the fact that. out of a total 
of seventy-six Justices who have served on 
the court since it was created, thirty-eight or 
exactly 50 per cent have served upon the bench 
after reaching their seventieth birthday. A 


Underwood & Underwood 
G. W. LINEWEAVER 


Will anything really come of Federal 
reorganization of its regulatory agencies? 


(See Pace 339) 
MAR, 18, 1937 


Frank T. Post 


Are utilities being taxed to finance 
their own persecution? 


(See Pace 356) 


total of forty-four have died while still serv- 
ing on the bench. A number of those who left 
before they reached seventy did so for special 
reasons having nothing to do with their fitness 
for office. 


Does any one contend that the record of the 
Supreme Bench, with its tradition of elderly 
membership since 1800, has been a record of 
incompetence? The recent report of the 
Solicitor General for the Justice Department 
disposed of the false claim that the Bench is 
behind in its work. Even if it were true, could 
fifteen judges, given the same docket and rules, 
listen to counsel any faster than nine? Isn't 
such reasoning something like the Army 
sergeant’s error in assuming that two sentries 
would require only half as much sleep as one? 


> 


EORGANIZATION of other branches of the 
Federal government is in a different 
category, however. Almost overlooked in the 
storm over the court reform proposal is the 
Brownlow report submitted by President 
Roosevelt which includes, among other pro- 
posals, some rather important recommenda- 
tions about the independent Federal regula- 
tory commissions. Approaching this problem 
in a somewhat different manner is the timely 
discussion by former Federal Power Com- 
mission Secretary G. W. LiNneEweAvEeR !0 
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Trade Mark 
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0 INDUSTRIAL 
4 FLASHLIGHT 


. ‘Stands the Gapp" 


of 
= General all-around hard usage in industrial ser- 
1 is ( vice has shown conclusively that the “EVEREADY” 
- Industrial Flashlight can “Stand The Gaff”. 
“om Bounced around on concrete floors and many 
1eS 
ne: 


other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
unmarked. Its bright beam does not even flicker. 


P The fact that it has no exterior metal parts is 
1¢ 


ent vitally important when working around ex- 

os posed electrical connections and “hot” wires. 

ent 

da ATIONAL CARBON COMPANY, INC. 
lia- 

~ General Offices: New York, N.Y. * Branches: Chicago, San Francisco 


om- Unit of Union Carbide uC) and Carbon Corporation 
in 
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8 PAGES WITH THE EDITORS (Continued) 


this issue (starting page 339). This is a sequel 
to Mr. LINEWEAVER’S analysis of administra- 
tive duplication in Federal power policies, pub- 
lished in the March 4th issue of the Forr- 
NIGHTLY. Mr. LINEWEAVER is a veteran news- 
paper man from Norfolk, Virginia, and since 
leaving the commission has acted as special 
investigator on government reorganization for 
Brookings Institution. 


* 


Fh geen of Franklin's remark about the ex- 
clusive certainty of death and taxes, the 
article by Franx T. Post (beginning on page 
356) brings to mind the fact that corporations, 
particularly utility corporations, do not even 
have the dark alternative of death. Corpora- 
tions, the lawyers tell us, are fictitious persons 
created by law for purposes of commerce. 
As such, one of their attributes is theoretical 
immortality. They can sue and be sued but 
they cannot die, marry, or get thrown into jail. 
Mortal man can defeat the tax collector with 
a coffin, but corporation tax returns must go 
on forever. In fact, the abstract life of a cor- 
poration is similar in a way to the biblical 
description of heaven where there is neither 
death nor hunger ; neither marriage nor giving 
in marriage. Doubtless the analogy ends there. 
For who could imagine heaven with either 
taxes or corporations? 


Mr. Post, widely known in both the electric 
and telephone industries, is the president of 
The Washington Water Power Company, 
with which he became identified as counsel. 
3orn in West Potsdam, N. Y., he was edu- 
cated at St. Lawrence University and Harvard 
Law School (degrees: A.B., A.M., LL.D.) 


Ear. H. BARBER 


He suspects that rate valuation may 
be expensive futility. 


(SEE Pace 361) 
MAR. 18, 1937 


GEORGE E. DOYING 


He has a plan for peace in the 
Tennessee valley. 


(Ske Pace 350) 


and was admitted to the New York Bar in 
1885. He moved to Spokane, Washington, in 
1889 and is now senior member of the firm 
of Post, Russell, Davis and Paine of that city. 
He is a Phi Beta Kappa, and ‘has long been 
active in professional, social, and fraternal 
affairs in Washington state. 


* 


HE somewhat unusual article on valua- 

tion technique appearing in this issue was 
written by Eart H. Barser,\a consulting engi- 
neer. Mr. BARBER has spent most of his life to 
date in his native Massachusetts. A graduate 
engineer of Massachusetts Institute of Tech- 
nology (’10), he spent some time on mining in 
Colorado and sanitation improvement in New 
York, but returned in 1914 to enter the service 
of the state, most of which was with the staff 
of the Massachusetts Department of Public 
Utilities. In 1932 he retired to private practice 
at Reading, Mass. 


. 


DoyiNG, 


7. second article is by GrorGE E. 
veteran newspaper man, now managing 
U 


editor of P. R. Executive Information 
Service, and well known to readers of the 
FORTNIGHTLY. Mr. Doytnc’s article (beginning 
page 350) proposes an interesting solution for 


the TVA problem. 


The next number of this magazine will be 
out April Ist. 


+. 
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WHY CANT THEY 
GIVE ME SERVICE 
WITHOUT ALL THIS 


RED TAPE! 


T is difficult to understand 

why so many ‘utilities need- 
lessly complicate the handling of 
customer contacts. Certainly at 
no other time is simple, direct, 
clean-cut service so vital from 
a goodwill standpoint. Yet day 
after day, customers are made to 
wait and wait (or are referred to 
half a dozen different people) be- 
fore they can get their questions 
answered. To them, this treat- 
ment can mean only one thing 
the company is: “passing the 


buck,” 


If this problem happens to be 
yours also, here is news. A new 
system developed by Remington 
Rand makes it possible to con- 
centrate all customer contacts 
at one central point, with im- 
portant savings in time and 


operating costs. 


OK. 74 


Given proper facilities, one group 

of clerks can handle the follow- 

ing: 
Duplicate Bills 
High Bill Complaints 
Appliance Complaints 
Service Complaints 
Applications for Service 
Security Deposits 

7 Extension on De- 
linquent Bills 


8 General Inquiries 


regarding the Account 
Each individual clerk 
can quickly become 
familiar with all these 
activities. This means 
fewer customer waits 
at peak periods, and 
more efficient use of 


all clerks’ time throughout the 
day. 


From the standpoint of public 
relations alone, it will pay you 
to eliminate the usual red tape 
involved in customer contacts. 
Rand 


office in your city for complete 


Phone the Remington 
facts on Centralized Customer 
Contact. Or write today to Rem- 
ington Rand, Buffalo, N. Y. 


One of Remington Rand's Customer Contact 
Desks in use at a leading midwest utility 


ROM Remington Rand 
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No weak spots for 
corrosion to attack— 
The Bethanized Wire 
can be wrapped 
around its own diam- 
eter without breaking 
or fiaking its corro- 
sion-defying zinc 
coating. 





These fences Stand Up 


years longer because they can 


p THE WRAR! 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°° HETHANIIEZ WIRE 
CHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Remarkable Remarks 
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—MONTAIGNE 
“,.. an ounce of ownership is worth a pound of regu- 
lation.” 


¥ 


“Commission control (of rural electric codperatives) 
has dangers inherent in it that would outweigh adminis- 
trative advantages.” 


¥ 


“The fires under the boilers of PWA as an engine of 
national recovery may be banked but they must never be 
drawn.” 


5 


“There is no general demand in the country today for 
public ownership, but there is a demand that the rates be 
fair.” 


¥ 


“There is an urgent need for -yardsticks of operating 
costs, and these should be honestly and effectively applied 
to utilities regardless of the label of ownership.” 


“We have had our fill of security write-ups balanced 
by mythology—of empires of power costly to acquire, 
more costly to maintain and uneconomical to operate.” 


Ss 
“Municipal plants are established to render utility serv- 
ices at the lowest possible price. Charging consumers 
more than cost nullifies the primary purpose of municipal 
plants.” 
¥ 
“The danger is that publicly subsidized competition 
with private companies’ will cease merely to compe! 
efficiency and economy in private enterprise and plunge 
us into complete public ownership.” 


¥ 


“In this country today a power policy is being deve! 
oped by the Federal government. We have several re- 
gions, one of which is the Tennessee Valley Authority. 
where rates have been reduced and the living standards 
of the people of six or seven states raised thereby. There 
is no reason why San Francisco should not have the same 
advantages as Tennessee and the surrounding southern 
states.” 


12 
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SAVES TIME AND MONEY 


in compiling figures required by the 


“) SOCIAL SECURITY ACT 


inis- 


tla ie THE PAYROLL 
T ie t. 3 e 
é The complete payroll and check register in one 
unit shows the gross pay, all deductions, and net 
pay for all employees. Separate totals for all 


a Ee ; columns accumulate automatically. 

.« f BA ~~ 7 oe EARNINGS RECORD 
cop : 4 Complete individual progressive record for each 
employee shows time worked, gross earnings, 
deductions, and net pay for any and all periods. 


ating te ww Provides information needed for old age benefits, 
plied fed ‘ unemployment insurance, and income tax reports. 


EMPLOYEE’S STATEMENT 


This receipt for deductions, which the law re- 
‘ drs quires be given to each employee at each pay 
ince 4 RRS Ege period, also shows the individual’s gross earnings, 


juire, eo Ae te 48 all deductions, and net pay. It can be retained 
ate” eee ‘ad : permanently by the employee. 

PAY CHECK or pay envelope 
serv és 3 ® o, Since the check or pay envelope is ‘written with 


the above three records, the amount is in perfect 


mers accord with these records. 


icipal 
* * * 
: To meet today’s payroll accounting needs 
titio! : lente 
pi = SEND FOR with a mini um of work and at low cost, 
: ¥ Burroughs provides new machines, new 
12 *,: 
” a THIS NEW features, new developments, for writing the 
' FOLDER! records described above. Concerns—large 
and small—in all lines of business—are 
benefiting by the speed, ease and economy 


leve 


al re BURROUGHS ADDING MACHINE CO. 


, 6262 Second Boulevard, Detroit, Michigan with which one or several of these new 
jority . 

Send me th : folder ‘‘Modern Payroll i 

dard: Methods" —which inclu eases Pagsett Burroughs machines completely handle all 

0 ~ 2 . 

There by the Social Secmetne ae eens payroll records. For your own information, 
- Same ie as well as in the interest of your clients, you 
ithert y should investigate these new Burroughs 


Address _ 
f machines. Call your local Burroughs office. 
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REMARKABLE REMARKS (Continued) 





“To bring about desirable changes by wholesome and 


civilized methods requires more of statesmanship and of 
courage than to bring them about by arbitrary coercion or 
destruction of values.” 


¥ 


“T know that the public has already learned of the splen- 
did work which is being performed by the various com- 
munication organizations to provide prompt and efficient 
communications with the flooded districts.” 


¥ 


“I am pretty thoroughly convinced that the average 
American doesn’t care very much who supplies his elec- 
tricity, so long as it comes to him efficiently and cheaply, 
with the resources that create it conserved for future use.” 


¥ 


“We have attempted in this (AT&T) investigation to 
solve the question of prices. We have not gotten that 
completed, but we have gone far enough so we can say 
authoritatively that, generally speaking, there is no in- 
dependent manufacturing business in the telephone in- 
dustry.” 


¥ 


“Apples, like people, wrest a hardy living by a hardy 
life from the mineral-filled mountain soil. But it is good; 
both for the people and for the apples, that this is so. 
The mountains develop the finest qualities in man and in 
everything else; lean, hardy fitness; naturalness; solid 
worth.” 


¥ 


“I am of the opinion that the mutual ownership and 
control of newspapers and broadcast stations bears a rea- 
sonable relation to and has an effect upon interstate com- 
merce and, therefore, if the Congress enacted a law of 
the purport suggested it should meet the constitutional 
requirements.” 


¥ 

“I want to ask the members of the House seriously and 
in all candor how much you, as individuals, have to do in 
shaping the legislation passed by the House of Represen- 
tatives? I will answer by saying that you have absolutely 
no more to do with passing important legislation than if 
you were not in Washington.” 


* 


“If we know what we want the Constitution to mean, 
and what we wish to accomplish under its provisions, | 
see every advantage in using the simple English words 
which will convey that meaning and confer that power. 
I believe that the Constitution should be adequately 
amended to place beyond all doubt, and beyond the reach 
of all judicial restriction the power of state and Nation 
to deal with intelligent thoroughness with the pressing 
social problems of the present day.” 
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(°-E STEAM GENERATOR 
TYPE VU 





FEATURES 


EFFICIENT COMBUSTION 
Tangential admission of second- 
ary air creates intense turbulence, 
assures utilization of entire fur- 
nace volume and causes all fuel 
particles to travel a uniform dis- 
tance from burner to tube bank. 


STEEL ENCASED SETTING 
Water-wall tubes backed up suc- 
cessively by shaped tile, refrac- 
tory and insulation with outer 
covering of steel panels. Advan- 
tages: finished exterior appear- 
ance, minimum heat loss from 
radiation or air infiltration, vir- 
tual elimination of setting main- 
tenance. 


SUSPENSION SUPPORT 
All parts of unit suspended from 
steel structure which forms frame- 
work for steel-panelled casing. 
Advantages: adequate provisions 
for expansion of pressure parts, 
elimination of stresses. 


ADAPTABILITY 
Unit is adaptable to limited space 
conditions, to the use of any fuel 
and to widely varying require- 
ments of load, pressure and tem- 
perature. Either inter-bank or 
inter-tube superheater may be 
used with special provision for 
super-heat control when neces- 
sary. Air heater or economizer 
surface may be added. 


DRY STEAM 
All steam delivered to drum at 
high velocity enters above water 
line and is directed against drum 
baffles. Most active steam re- 
lease occurs above water line. 
Result: dry steam at all ratings. 


HIGH THERMAL EFFICIENCY 

Efficient combustion; maximum 
exposure of evaporative surface 
to radiant heat; cross-travel of 
gases in tube banks; and concen- 
tration of large amount of heat- 
ing surface in last bank due to 
use of 2-in. dia. tubes are all 
factors inherent in the design 
which contribute to high ther- 
mal efficiency. 


OPERATING FEATURES 
Unit can be operated over a wide 
range of ratings, is quickly re- 
Sponsive to extreme fluctuation 
in load and is well adapted to 
completely automatic combus- 
tion control. 








(ee 





A highly economical Steam 
Generating Unit designed to meet the 
requirements of the average plant 





@ Capacities from 20,000 to several hundred thousand Ib 
of steam per hr 


@ Can be designed for widely varying conditions of pressure 
and temperature 

@ Can be fired with coal, oil or gas, or with combinations 
of these fuels 


@ First cost reflects economies made possible by standard- 
ization of design 


@ Operating costs notably low due to high thermal efficiency 
assured by advanced design features and to low maintenance 
assured by both design features and quality of construction 


@ Extra values confirmed by evaluations of features and by 
actual perférmance records 


NEW CATALOG NOW BEING PREPARED. YOUR REQUEST WILL RESERVE A COPY. 


COMBUSTION ENGINEERING COMPANY, Inc. 
200 Madison Avenue, New York 
Canada: Combustion Engineering Corp., Ltd., Montreal 
All types of 
Boilers - Furnaces - Pulverized Fuel Systems - Stokers - Related Equipment 
Complete steam generating units of both special and standard designs. Unit capacities 
from 1000 to over 1,000,000 Ib of steam per hr. 
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Apply new efficiency 
to all accounting 
while conforming to the 


NEW ACCOUNTS 
CLASSIFICATION 
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Accounts, utility executives are urged to its entire accounting set-up. (2) It provides 
investigate the advantages offered by a method of meeting new requirements with 
punched card accounting. The efficiency accuracy and new speed. 
of this method in the handling of va- 
rious utility procedures has long been 


[ meeting the New FPC Classification of It enables a utility company to strengthen 


IBM representatives are aware of the prob- 
’ lems which are confronting you at this time, 
recognized. These men are in a position to make valu 

Now, that an entirely new classification of able suggestions and to give you full co- 
accounts is proposed, the punched card operation. Call your nearest IBM office 
method offers a two-fold advantage. (1) today. No obligation. 


INTERNATIONAL BUSINESS MACHINES CORPORATIO! 


General Offices Branch Offices in 
270 Broadway, New York, N. Y. Principal Cities of the World 
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GOOD 
INSULATORS 


Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 
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Now Ready 
USA|ITE 
“INDUSTRIAL 
CELLS” 


To give you far more de- 
pendable service than u 
ever had before—the Ko. 
= USALITE Industrial 


Bureau of Standards specifications call for 400 min- 
utes to a 0.9 volt cut-off. No. 1095 will give over 
80% of its service above the 1 volt cut-off,—more 
than double the specifications of U. S. B. O. S. 
“25 years of knowing how” is back of the depend- 
ability of USALITE Products. Expert supervision 
assure longer life and uniform quality. 1095 USA- 
L has captured the demand of Railroads, 
Chemical, Powder, Oil and Gas Companies, Utili- 
ties and Coal mines everywhere. 

We'll be glad to send you FREE samples of 1096 
cell for inspection and trial tests. Write today! 


UNITED STATES ELECTRIC MFG. CORP. 


222 West 14th St. New York 
CHICAGO— 323 West Polk St. 





SOOT BLOWER CORPORATION 


© Pennsylvania 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 

\ \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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From the Early Period 
of the Telegraph tothe present 
remarkable development in the field of Electricily 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable ar 
permanent insulation known 


THE KERITE Wise ¢2i2 COMPANY INC 


NEW YORK CHICAGO 6SAN FRANCISCO 





i! 
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Inside Information 


On The Burnham Gas Boiler 


S° much stress is put these days on 

dolling up boilers to make them 
look good, that their make-good is all 
too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good is so good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 

and check up, records of its economy 

performance in the field. A perform- 

ance that has lived up to the shop test, 

unbelievable as that may seem. 

sely 
chit 
pow 
put 
use 


Burnham poilerlorporalion, at 
is ix 
IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Send for catalog. Get the facts. See 
for yourself. 


Representatives in All Principal Cities of the United States and Canada 
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MEMO to the Chief 


More than 90 per cent of all production machines are 
driven, directly or indirectly, by motors. Industry has 
married the motor, for better or worse, depending on its 
answer to this question: “How many machines shall a 
motor drive—one or several?” In other words, which is 
the right drive for production economy— individual 
motor drive (a motor for each machine) or modern 
group drive (a larger, more efficient motor for a group 
of machines) ? 
x * * 

The right power transmission set-up for most plants 
is a combination of individual drive and modern group 
drive, planned for production economy. Our Power 
Transmission Counselors recommend individual motors 
for certain machines, and larger motors to drive groups 
of machines performing similar or related work. These 
larger motors have better power factor, cost from 35% 
to 85% less per horsepower and reduce the total horse- 
power required—important reasons why modern group 
drive costs least to install. 




















(An excerpt from Power Transmission Council’s March adver- 
tisements in Business Week and 8 other business papers.) 


NE of the purposes of our advertising program is 

to persuade your power customers to ask them- 
selves a question. This question is: ““How many ma- 
chines shall a motor drive -- one or several?” Your 
power engineers will tell you that the correct answer, 
put into effect, means more efficient and economical 
use of power, more net revenue to the utility and bet- 
ter customer relations. Your support of this program 
is invited. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET ‘ BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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National Association of Railroad 
and Utilities Commissioners 


NEW PUBLICATIONS 





1936 Revision 


UNIFORM SYSTEM OF ACCOUNTS FOR ELECTRIC 
UTILITIES (Class A, B, C and D) $2.00* 


UNIFORM SYSTEM OF ACCOUNTS FOR GAS UTILITIES 
(Class A and B) (Manufactured and Natural Gas) 


Recommended by the Association for consideration and adoption by State Commissions. 


ANNUAL CONVENTION PROCEEDINGS (1936) N. A. R. U. C. $6.00 
Held November 10-13, 1936. Available February 1937. 
Convention Proceedings of 1932, 1933, 1934 and 1935 are also available. 


COMMITTEE REPORTS: 


The following reports, incorporated in the 1936 Convention Proceedings, are available in 
pamphlet form. 
Report of Committee on Public Utility Rates (44 pages) $.85 
Report of the Special Committee on Progress in Public Utility Regulation (38 pages)  $.85 
Chart, 17x22, entitled “Recent State Legislation Affecting Public Utility Regulation, 
Prepared by the Committee on Progress in Public Utility Regulation.” $.75 
Report, 8 pages, entitled “Total Annual Savings from Rate Reductions by Privately Owned 
Utility Companies as Reported to the Special Committee on Progress In Public Utility 
Regulation by the State Public Service Commissions.” Per copy—$3.50 R ye 


its tim 





CURRENT PUBLICATIONS 


DEPRECIATION—A Review of Legal and Accounting Problems 
200 pages $1.85 


By the Staff of the Public Service Commission of Wisconsin. An expert analysis of the 
outstanding depreciation problems and principles now confronting public service corpora- 
tions and State Commissions. “The Bible on Depreciation.” Emphasizing Straight Line 
Depreciation. 
*We allow the following discounts: 
5%—25 copies of any one System of Accounts 
10%—50 copies of any one System of Accounts 


(Where remittance accompanies order we pay forwarding charges) 





THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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R years the Ditto organization has dedicated 

its time and efforts to the production of low cost 

copies. Always its aim has been to manufacture and 

sell equipment that will do the job which you have 
to do at the lowest possible cost. 

That is why, two years ago, we perfected and have 
since been selling, the new Ditto Direct Process 
(Liquid) Duplicator. This machine is especially suited 
for the reproduction of 100 to 250 copies. In this 
feld, its copying cost is lower than any other dupli- 
cating method. 

There are advantages to both the liquid and gela- 
tine type duplicators which should be carefully 
weighed before purchasing either type equipment. 
Because Ditto manufactures and sells both types of 
machines, Ditto representatives are in a position to 
make intelligent, unbiased recommendations as to 


the machine that will serve your purposes best. 
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Fa. GELATINE on LIQUID proceas 
DUPLICATORS 





‘ 


ts a4 





For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


* * * > 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, Ill. 

Gentlemen : 

2 I would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

0 I would like to see a demonstration of your Gelatine 


Type Duplicator. No obligation. 


Name.. 


Address 


Leese eee emeeewomoooeeewowoooeeocne 
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Cutting A Bad Debt Lass 


To 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


DICTOGRAPH - TELEMATIC 
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160 Foot Candles 


PERMAFLECTOR 
BUILT-IN DIRECT LIGHTING 


Modern illumination for modern stores. Efficient In the jewelry store illustrated above, an intensity 
direct lighting from concealed sources. Recessed of 160 foot candles is produced on the display cases. 
Permaflectors control the light, delivering high in- Permaflector Built-In Direct Lighting offers the pub- 
tensity illumination to the merchandise without any lic utility a modern lighting system that is a real 
glare and with no feeling of excessive brightness. load builder. Recommend it to your customers. 


Write today for a copy of our 4-page folder on 
Permaflector Built-In Lighting 


PITTSBURGH REEL ES LO COMPANY 


[ all is. 
OLIVER BUILDING [ff jinn, PITTSBURGH, PA. 
Per rim atle ctor 
§ 
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A New Low-Cost Foam Tool/ 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


a 








Less than 20 gallons of water at a pressure ¢ 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask fo: 
descriptive literature, prices and a demonstre- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Pho ayes ond Phomaide 


SOLUTION 


developed, made and sold by 


NEWARK NEW J SEY 


ATLANTA on 
KANSAS CITY ean 





uch 18 
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DON'T OVERLOOK the volume 


and load-building possibilities of 


FRIGIDAIRE 


Commercial Equipment 


e commercial franchise is more valuable than ever 


@ This year Frigidaire Commercial 
Refrigeration offers its Public Util- 
ity dealers an exceptional oppor- 
tunity. 1937 is witnessing one of 
the greatest business expansions in 
years... through newly built stores 
... the re-opening of old ones... 
the enlarging and modernization of 
present establishments. In practi- 
cally every type of business, the need 
for new Frigidaire Commercial 
equipment is growing at a tremen- 
dous pace. And Public Utilities are 
translating that need into sales, 
load-building, and goodwill. 


As a result of progress, Frigidaire 
is able to provide a wider range of 
profit-paying equipment than ever 
before—equipment for every refrigera- 
tion need. Now, Frigidaire compres- 
sors range from the smallest model, 
having a capacity equal to 324 
pounds of ice per 24 hours, to the 
largest model having a capacity 
equal to 67,000 pounds of ice per 
24 hours. 

Frigidaire is the overwhelming 
choice of merchants everywhere. It’s 
the leader—the biggest name, with 
the finest reputation in the industry. 


COMMERCIAL DEPARTMENT 
FRIGIDAIRE DIVISION, GENERAL MOTORS SALES CORPORATION - DAYTON, OWIO 
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For Exacting Applications 


Specify Connelly Regulators 


Advanced designs .. . finely engineered 
construction . . . dependable performance 

. the result of 61 years of development 
and specialization in gas distribution ap- 
paratus. 


DISTRICT 
Regulator, Style LCD 
For line pi u f 100 
Ibs. or less ‘to inches. Flex- SERVICE 
ible control by improved Regulator, Style GV 


adjustable linkage connect- ‘ 
diaphragm and valve Recognized as the outstanding design of 
perfectly today. Only two moving parts—single unit 


stem. Operates 
under water double guided valve insures perfect seat- 
ing. Renewable streamline soft seat gives APPLIANCE 


increased capacity. Weight or spring Regulator, Type DCS 

oaded. Spring loaded design illustrated— 
also made weight loaded. Rugged, 
simple and direct-acting. Small 


Write for Bulletins Se Te 


CONNELL IRON SPONGE AND 

GOVERNOR COMPANY 

CHICAGO, ILL. ELIZABETH, N. J. 
New England Agent: T. H. Piser, Wellesley Hills, Mass. 








.. STOWE STOKERS 


can give you these 


ADVANTAGES 


@ Compensating feed—positive rear end air seals 
unrestricted coal selection—and much reduced ash 
pit losses—these are some of the advantages that 
Stowe Stokers—and only Stowe Stokers can give you. 
Investigate these exclusive features. Full details and 
a copy of Catalog No. 10 sent on request. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 


Engineering and Sales Services 
in the Principal Cities 


e S 

Stowe Stokers give Catalog No. 10 is STOKER > 

you greatest possible  completewith14dia- / 

Siac overfiuctuat- grams, 20 illustra- : y/ 
coal prices. tions. Send for one. 








; y y biwl ei OO 
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The early history of many American 
industrial institutions, and likewise Link- 
Belt’s, bristles with the undaunted courage 
and spirit of the founders. Today, tollow- 
ing the trails they blazed, and, with the 
greater advancement which our civilization 
has brought us, we continue on to greater 
heights — constantly respecting and admir- 
ing those whose vision pointed the way. 


LINK-BELT COMPANY 
Founded 1875 


Indianapolis Chicago Philadelphia Atiaota San Francisco §=—- Torenen 
Offices im Principal Cities mee 


TERIALS HANDLING AND POWER TRANSMITTING EQUIPMENT 
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HYDRA ULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 

















Important 
New Features 
That Produce 
Sales Response 


ELECTRIC RANGE 


Distinctive styling . . . welded, sky 
scraper type frame . . . stainless stee 
oven unit .. . “FIBERGLAS” blanke 
insulation . . . and the new FLA 
L&H Calrod Unit which gives great 
contact with utensils . . . faster, mor 
economical cooking. 





A. J. LINDEMANN 
& HOVERSON CO. 


MILWAUKEE WISCONSI 
New York Chicago 
Get the facts about the 1937 line. San Francisco 
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GOCENT 
CReatt LABLE 





pon’ 





CRESCENT 
ENDURITE 


is a super-aging heat- 
resisting rubber com- 
pound, the latest develop- 
ment in rubber insulation, and 

is used on power, signal and 
control cables, parkway cables 
and the highest grade building 
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Wel’ 


Weert 
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THAT AUTOMATICALLY CONTROLS A WHOLE PROCESS, 


FACILITATES PRODUCTION, AND INSURES 


A UNIFORM PRODUCT 





WHEN one concern reports that Bristol’s Sys- 
tem of Coordinated Process Control is 
making it possible to shorten the time of 
an important process from 168 hours to a 
half hour, and in these 30 minutes is not 
only controlling pressure and vacuum but 
also operating 40 valves ranging in size 
from 2 to 24 inches 


WHEN a second company says that this same 
system of self-coordinating control is secur- 
ing an absolutely uniform product of 17% 





BRISTOL’S COMPLETE LINE 
is the basis of Coordinated Process Control 


Bristol makes a complete line of control instruments 
to draw from in building a Bristol’s System of Co- 
ordinated Process Control for a specific requirement 
or for solving a control problem requiring an indivi- 
dual instrument. Pressure, Vacuum, and Liquid 
Level Gauges, Flow Meters, Thermometers, Pyrom- 
eters, Humidity Instruments, Electrical Instruments, 
Process Cycle Instruments, and Tachometers for 
measuring, recording, and controlling are offered in 
a wide variety of forms to meet the needs of every 
industry. 











greater tensile strength . 


WHEN still other concerns tell us that Bristol’s 
System of Coordinated Process Control is 
stepping up production 100% without ad- 
ditional labor or overtime, paying for itself 
in less than a year, and so on........ mn 


WHO CAN PREDICT the equally surprising 
economies this new development may now, 
for the first time, make possible in still 
other plants, including yours? 


Bristol’s System of Coordinated Process Control is extremely 
flexible. A new trend in industry, it can be applied to any 
process—including processes for which the exact schedule of 
operation for best results is known, processes that must rely 
upon close contro] in order to produce uniform quality, as 
well as processes that are likely to give trouble because of the 
difficulty in following, manually, the schedule of operation. 

What this may mean to you in connection with your own 
production can only be developed through further discussion. 
Our engineers will welcome such an opportunity. Send for 
the booklet 460X ««Bristol’s System of Coordinated Process 
Control.” 


THE BRISTOL COMPANY 


23 Bridge 81., Waterbury, Conn. Branch Offices: Abron, Birmingham, Boston, Chicage, 

Detroit, Les Angeles, New York, Philadelphia, Pittsburgh, St. Lewis, Seattle, San 

Francisco. Canada: The Bristol Company of Canada, Limited, Toronto, Ontarie 
England: Bristol's Instrument Co., Limited, London, N.W. 10 
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ONE WAY... 


withouta —> 
concrete envelope 


mo x = =a 





<< “concreted-in” 


BOTH CONDUITS cut 


ilectrical Distribution Costs! 


ELECTING the right electrical con- weight and long lengths reduce both material 
duit to meet specific problems is an and handling costs. 
mportant factor in providing for perma- For free data-sheet manuals on both Transite 
nent distribution savings. Conduit and Transite Korduct, write Johns- 
Consider, therefore, the contributions Manville, 22 E. 40th St., N. Y.C. 
made toward this end by both J-M 
Transite Conduit and Transite 
Korduct . . . 


Both are asbestos-cement in composition J 0 h n Sy = M Ps | n Vi | le 


.. hence permanently resistant to corro- 


sion, incombustible and weatherproof. In 
common, these materials possess an in- TRANSITE CON DUIT 
herent durability that promises years of 
virtual freedom from maintenance. for use underground without concrete 

And there are installation economies, envelope and for exposed locations 
too! In the case of Transite Conduit—its 
strength permits installation without an 
mvelope. “‘Concreting-in” is eliminated. TRANSITE KORDUCT 
Large savings immediately effected. 

As for Transite Korduct . . . it’s the 
logical choice on all multiple-duct trans- 
mission systems — or wherever the service 
alls for “‘concreting-in.”’ For here, its light 
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We Bespeak CooPERATION 


ofthe UTILITY BETTER ILLUMINATION SALES EXECUTIVES 


lo le aa | 


RESULTS OF PROGRESSIVE 


UTILITIES: 

To the left: Original light 
ing averaging 6 foo 
candles, spotty, glar 
ing light. 


1Below: New lighting 


BEFORE 


averages 65 foot can 
dles of soft, shadow 
less, better illumina 
tion, wattage in 
creased five times. 





PROGRESSIVE 
UTILITIES— 


have concentrated on 
sale of Guth Indirect Il- 
luminating Equipment 
with large load in- 
crease and more satis- 
fied lighting customers. 


Increased Loads 


More 
Satisfied Customers 


SPECIALIZING IN “BETTER LIGHTING” 


She FI OWIN FE. Guinn ComMpPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 


Lighting Equipment 


ST. LOUIS. U.S.A. 
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In an inferno of heat. with temperatures as high 
as 600°, Nordstrom Valves hold the line tight. 
“Merco” lubricants have been developed for ex- 
tra high temperatures under certain conditions. 
temperatures frequently range trom 300° to 600°. 


Low og re 


Nordstrom Valves can be subjected to ext ly 
low temperatures. They are operating in plants 
where temperatures range to -60° Fahrenheit. The 
valves can always be opened or closed. The 
plug is protected with patented “Sealdport” 
lubrication. 











UP TO MAMMOTH SIZE 


The largest plug valves ever built have been 

Manufactured by Nordst Shown is 30” Nord- 

strom in comparison with 1/,” size. Nordstrom fea- 

tures make possible plug valves of sizes formerly 
idered impracticable 














MULTITUDE OF PRESSURES 


Every Nordstrom Valve is tested to twice its 
rated pressure. Made in ratings to meet all work- 
ing pressures. Nordstrom Valves are equally 
efficient in maintaining a tight seal on vacuum 
lines. 





a 


nite NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE METER CO, 


New York City, Buffalo, Philadelphia, Columbia, Memphis, 
Canadian Mepresentates and Licensees: 


Offices: Pittsburgh, Pa. Branch Offices: 
» Chicago, Kansas City ‘ 


Tulsa, Houston, Los J ,. Oakland. 


Peacock Brothers, Ltd., University 


LUBRICATED, - 
~ PLUG 


“Sealdport” lubrication 


ei ae 


Building, Montreal, Quebec 
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in “‘A’’ and “‘$' 
Mountings 


ters, whether singlephase 
watthour meters—com 
bination singlephase watthour meters and time 
switches, with either single or two-rate regis 
ters—or two-element watthour meters—all are 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 








METAL-CLAD 
SWITCHGEAR 


Safe for operators—interlocked 
Guards against service interruptions 
Simplifies switching schemes 

Lower space requirements 
Materially reduces maintenance 
Quickly installed on job 

Shipped ready to install 

It's modern—it looks good 


(Ask for data) 


Delfa~Star QQ) Electric Go 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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®@ Minimum maintenance is an outstanding charac- 
teristic of A. C.S. R. One reason is that arcs are 
unstable on Aluminum and the Aluminum surface 


protects the high strength steel core. Aluminum Com- © 


pany of America, 2134 Gulf Bldg., Pittsburgh, Pa. 


ALCOA:ALUMINUM 


ALCOA 
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WE KNEW HIM WHEN 


HE RAN A MACHINE INSTEAD OF A PLANT 


Thousands of Socony-Vacuum’s Business Friendships Date Back 
To the Time When Today’s “Big Boss” Ran a Machine. He 
Asked for Correct Lubrication Then ... He Insists on it Today. 











Thirty and Forty Years Ago, 
Men Working at Machines 
Knew Only One Brand of 
Lubricants — Gargoyle 
Lubricants. 


M* Y of the men who have “come 
up through the Shop” to head 
America’s great industrial enterprises, 
still recognize but one name for “Cor- 
rect Lubrication” — Gargoyle Indus- 


American Industries. Plant manage- 
ments and plant personnel will tell you 
that this is the most effective combina- 
tion in reducing power generating 
costs, lessening maintenance expense, 
improving operations, cutting the an- 
nual lubrication bill. 


It will pay every Public Utility execu- 
tive to talk with the Socony-Vacuum 
Representative when he calls... to 
urge capable plant staffs to find out 
how to take advantage of these bene- 
fits . . . put them to work increasing 
annual returns on machinery invest- 
ment. 








trial Lubricants. 





That’s largely due to the fact that 
Gargoyle Lubricants are backed up by 
knowledge and experience that can’t 
be matched anywhere . . . sold by men 
who are trained in their side of the job — HOW to cut down your annual 
of putting the right lubricants to work maintenance costs. 


in the right place, in the right way. 3 es to seed up daily pro- 
uction schedules. 


Ask the Socony-Vacuum Man 


I wHy power costs so much. 


This wide-spread acceptance for 
Socony-Vacuum Products and Service 
is found in over a hundred different 


4. WHAT will lower oil costs. 














eecone 


EE 


Lubricants 


SAVES 
MONEY 
FOR 
INDUSTRY 


SOCONY-VACUUM 


INDUSTRIAL LUBRICATION 


71 Years’ Lubricating Experience ...the Greatest in the Oil Business 
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This International Model 20 Industrial Tractor, equipped with crane, works in the pole yard of an eastern public 
utility company. It also does miscellaneous hauling, spots cars, and operates a snow plow in winter. 


For Economical Power, 





Come to INTERNATIONAL 


The increasing ACCEPTANCE of 
International Industrial Power by ex- 
perienced operators is proof that this 
organization is building to their re- 
quirements. On job after job, the tough 
work is being given to International 
Power. Users know that when RE- 
SULTS are needed, it is good business 
to depend on International. 


International Harvester builds for 
low cost of maintenance as well as for 
low cost of operation. International 
TracTracTors are the most accessible 
crawler tractors on the market. Re- 
placeable cylinders in International en- 


gines are a great money-saving feature. ° 
Many other refinements in these prod- 
ucts, plus quality construction in every _ 
detail, mean money in the user’s pocket. ° 


Bank on International Harvester, . 
world’s largest tractor builder, to solve 
your industrial power problems. The : 
International line includes wheel and -° 
crawler tractors (gasoline and Diesel), 
and power units (gasoline and Diesel) 
ranging up to 110 max. h.p. See the 
nearby Company-owned branch, or in- 
dustrial dealer, for complete informa- 
tion. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 


Chicago, illinois 


NTERNATIONAL HARVESTER 
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11 Units Combined Capacit 











Eleven units similar to this ordered recent- 
ly for central station service have a com- 
bined capacity of over 4,000,000 Ib. of 


steam per hour. 











THE BABCOCK & WILCOX COMPANY . . . 85 Liberty Street . . . Néw York, N. Y- 


BABCOCK & WILCOX 
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On the docket for today 


MACHINE TOOL BUILDERS 


You know, Lad—the power 
companies that have weld- 
ing-minded machine tool 
builders on their lines are 
fortunate. These manufac- 
turers are simply going to 
town. Some of them can’t 
keep up with the orders! 
Think what this means in 
terms of increased revenue 
for the utilities!” 


“They’re simply going to town if they’re welding prac- 
titioners, Pop! Just being progress-minded doesn’t oi: 
the squeaking gears. To simplify their problem of 
speeding-up the output and producing at a bigger profit 
they’ll have to issue orders for progressive action. Anc 
the simplest way to get them to do this is for every 
sponsor of electric arc welding to work on them con. 
tinually. Get them to change over one part at a time 
Keep after them! ... You know, Pop, the power meters 
don’t go to town until they get the green light. You’l: 
find that “go” in the welding arc.” 


Free Arc Welding Instruction for Power Every pound of electrodes requires 1.75 
Salesmen. For particulars, get in touch kilowatt-hours. The average welder 
with our main office in Cleveland, Ohio. uses 5,000 to 10,000 lbs. of electrodes 


Dept. YY-369. 


per year. 


No. 21 of a Series 


THE LINCOLN ELECTRIC COMPANY 


Largest Manufacturers of Arc Welding Equipment in the World 


CLEVELAND, OHIO 
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PIPE 
STOPPERS 


All Types 


DAVEY LINE CLEARING SERVICE 


Your Public Likes Davey Men 


Be good to your public relations. Let men 
do your tree trimming in whom the public 
has complete faith. Nationally known 
Davey Tree Surgeons are preferred by tree 
owners because these men are: 


PIPE LINE SUPPLIES e Experts in Tree Care 


Goodman Stoppers 
Gardner-Goodman Stoppers 


e@ Completely Trained 
e@ Constantly Supervised 


Goodman-Peden Stoppers e@ Courteous 


Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 


Pumps 
Masks 
Brushes 


e Carefully Selected 


Satisfying the public is extremely worth- 
while, as you well know. Let Davey men 
help you. Watch how they handle difficult 
situations. These men may be the answer 


Tape—Soap & Binding to your prayer. Try them. 


Catalogue mailed on request. 


THE DAVEY TREE EXPERT CO. KENT, OHIO 


See. 6 URANEY TORE See 
Brooklyn, New York 








Hook Them 
Up This Mod- 
ern Way... 


USE DOUBLE SEALS FOR ECONOMY AND 


TIGHTER COPPER CONNECTIONS 


Smaller copper tubing will do the job so much better than large, 
heavy, iron pipe. Fewer fittings are needed, for smooth comer 
tubing bends replace many fittings. BUT MOST IMPORTANT 
IS THE JOINT ITSELF. Double Seals provide the strongest 
method of joining copper tubing. They are copper to copper, 
with no sealing agent required. They will stay tight despite 
severe pull, twist, They are appro 
bend, vibration vacu- , by Underwriters’ Lab- 
um, freeze and heat ‘ oratories. Write for 
stresses. 5 details. 


HAYS MFG. CO. \ Wire 7 ERIE, PENNA. 
Specify HAYS DOUBLE SEALS 
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QUERNIZE 
With 


ROYAL 


ROYAL'S PERFORMANCE CAN 
NOT BE DUPLICATED!) 


Shift freedom, Touch Control*, Finger 
Comfort Keys, Automatic Paper Lock 
—more than a score of improvements 
are exclusive with Royal, developed 
and perfected by Royal solely for 
Royal users — available on no other 
make of typewriter! 


*Trade-mark for key-tension devise. 


a 


Thousands of offices are now replacing 
outmoded typewriters with Royals. 

They have found that only the Easy-Writ- 
ing Royal produces typing as quickly, and 
at the same time as accurately, as busi- 
ness demands it! 

For Royals are faster . . . they have the 
world’s easiest action . .. they turn out 
typing that is free from errors, right 
when first typed! 

Invite a demonstration . 
Work! Modernize! 


Royal Typewriter Company, Inc., 
2 Park Ave., New York 


The world’s largest company devoted exclusively to the manu- 
facture of typewriters. Makers also of the Royal Portable 
Typewriter for home and student use. Factory: Hartford, Conn. 


WORLD'S NO. 1 
TYPEWRITER 


Copyright 1937, Royal Typewriter Company, Inc. 


. . Compare the 
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Just Off The Press! 
“Breezy Tales of Summer Sales”’ 


Here is a New King of Catalog—not only a description of Kisco Ventilat- 
ing Equipment, but it is a well illustrated booklet, showing the many Kisco 
Fans in actual use. It suggests many new markets for Cooling and 
Ventilating sales. 


Kisco Offers The Most Complete and Effective Line 


Of Correct Ventilating Units — Exhausters — Air Movers — Coolers — 
Recirculators—with single and two speed motors. 


The Kisco “Deflecto’’ 
Air-Recirculator 


Here is the Last Word in Cor- 
rect Air Circulation. The "De- 
flecto" draws the air from the 
coolest area-the floor—and 
recirculates it, outwards and 
over a wide area, without dis- 
turbing the hot air which ac- 
cumulates at the ceiling. Of- 
fered in one and two speeds. 


And NOW - - New Models - - 


New Performance - - New Features 


Get In On The Ground Floor - - And Learn Why 


Kisco is the Choice of the Well Informed"—why it is the Rec- 
ognized Leader—How it earned this position—and What it 
offers you. 


Learn more of this profit producing line. 
Write Today for your copy of— 
“BREEZY TALES OF SUMMER SALES" BY KISCO. 


—iTKo— 


KISCO COMPANY, INC., 


4414-16-18 W. PAPIN ST. ST. LOUIS, MO. 
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Ewing Galloway 


Cities SERVICE LUBRICANTS 


meet every industrial specification! 


FROM the most powerful turbine to 
the most delicate precision machine, 
Cities Service stands ready to supply 
the exact lubricant needed. 


Backed by 74 years of petroleum ex- 
perience, Cities Service engineers can 
recommend authoritatively the proper 
lubricants to be used. Wherever moving 
surfaces come together, at all speeds, and 
at all loads—whether heavy greases are 


required for massive gears and bear- 
ing surfaces that must carry tremen- 
dous loads or the lightest and purest 
lubricating oils are demanded for 
delicate precision machines—there is 
a Cities Service lubricant to meet 
every requirement. 


A Cities Service engineer will be glad to 
discuss your lubrication needs with you. 


CITIES SERVICE RADIO CONCERTS ... EVERY FRIDAY 8 P.M. (E.S.T.) . . . WEAF & 43 NBC STATIONS 


CITIES SERVICE INDUSTRIAL OILS 
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ag. HERMOLIER ede Lave type 


ITS MODERN LINES ARE GEARED TO 1937... ITS HANDSOME FINISH 
WILL MAKE IT WELCOME IN THE SMARTEST STORE, THE FINEST 
OFFICE ... ITS DESIGN ASSURES EVEN BETTER DISTRIBUTION OF HEAT 


FACTORY TYPE 


Available with steel 
housing, gray Duco 
finish. For use where 
appearance is not of para- 
mount importance. 


GIIININISIBIEey 


THE UNIT HEATER WITH 14 


To the outstanding line of Factory and Industrial 
Type Thermoliers, Grinnell announces the addition 
of a De Luxe Thermolier, soon to go into produc- 
tion. 

The Thermolier De Luxe Type has the same 
dependable heat unit with all 14 points of superior- 
ity of present Thermoliers, plus decorative appear- 
ance, plus even better distribution of heat. 

Full details on the Thermolier De Luxe Type will 
be available soon. If you're planning the purchase 
of unit heaters, where smart, modern appearance and 
a better, quieter distribution of heat are paramount, 
you'll find it worth while to wait until this Thermo- 
lier is out. 


EXECUTIVE OFFICES PROVIDENCE, R. 1 
BRANCH OFFICES IN PRINCIPAL CITIES 


— 
Tn ray 
Biei® 


POINTS OF 


INDUSTRIAL TYPE 


Available with polished 
copper or chrome-plated 
housing. Suitable for use 
in mercantile buildings, 
manufacturing plants and 
offices, and other places 
where better appearance 
is desired. 


»< 


SUPERIORITY 
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PLENTY OF PUNCH 


YSERS FIND AMPLE POWER TO BREAK, DIG, 
DRIVE, TAMP OR DRILL wiTH A BARCO 





Here’s what one water superintendent of a large munici- 
pality states, “We have had our Barco Hammer about a year at 
this time and want you to know that we have been very much 


pleased with its operation; if we could not purchase another one, 





we would not sell it at any price” 


BARCO MANUFACTURING CO. 


1803 W. Winnemac Ave., Chicago, Ill. 


BARCO,.” tinuts 
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FOR 30 to 50% INCREASE 
IN EFFECTIVE STREET 
ILLUMINATION........ 


LVRAY 


ultiyaler 
ww PROCESSING 


Will enhance the value of your 
present street lighting equipment through: 


Betterment in Public Relations. 
Encouragement of Civic Pride. 


Increased use of higher standards of 
lighting in all Communities. 





AMERICAN STREET ILLUMINATING CO. These values and results have been demon- ) 


“Backed by 59 Y Street Lighti E. i pan . 
y . Ot a ee ee strated to other Utilities—can we interest 


261 N. Broad St. Philadelphia, Penna. — you? 

















Reserved for an 


MSA Advertiser 
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FREE TO BUYERS OF PRINTING... 


50¢ to anyone else 


N°. combined in one portfolio are liter- 
ally hundreds of helpful ideas for every 
man who buys paper and printing. This 
portfolio is the result of years of close con- 
tact with hundreds of American business 
firms. It is offered free to advertising man- 
agers and other buyers of printing (50¢ to 
anyone else). If you are responsible for the 
purchase of paper in any way, we want you 
tobe sure to have this complete Working Kit. 

The 1936 Working Kit is a small library 
within one set of covers. In condensed form 
itcontains the fundamentals discovered in 
the famous Hammermill Survey of Business 
Practice—a research which cost thousands 


of dollars and required two years tocomplete. 


ry 7 ry 


Why not dictate a note immediately or 
have your secretary send in the coupon 
below for the Hammermill 1936 Work- 
ing Kit of Letterheads and Printed 
Forms? Sent promptly and gladly. 





Hammermill Paper Co., Erie, Pa. P.U.F. 3-18 


Gentlemen: Please send me FREE your new 1936 Work- 
ing Kit of letterheads, printed forms and envelopes. 
(To students or outside U.S., 50¢) 


Name 





Position 


(Please attach coupon to your business letterhead) 
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Above: Two 
vertical cast 
éron deaerating 
beaters 
mounted on 
vertical steel 
plate storage 
tanks. 

At right: Hori- 
zontal, cast tron 
deaeratin 
beater, avai 
able in all sizes, 
N-936b 





saturated steam temperature 
... Completely remove 


corrosion-causing oxygen 


ELLIOTT 


DEAERATING HEATERS 


do both 


ELLIOT 


Deaerator and Heater Department: JEANNETTE, PA. 
District Offices in Principal Cities 
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yralor healer 
do 2 thigh 


... Deliver feedwater at 


IF YOU ARE NOT HEATING FEEDWATER 
to saturated steam temperature, you are losing 
valuable heat units, representing a constant drair 
on profits. 

If you are not removing corrosion-causing oxy. 
gen from feedwater, your boilers, economizers and 
piping are constantly subject to the inroads of its 
pernicious activity. 

Both of these conditions can be positively cor- 
rected by an Elliott deaerating heater, the design 
features of which insure both the heating of feed- 
water exactly to saturated steam temperature, and 
the complete removal of dissolved gases. You can’t 
get better performance than that. 

Elliott engineers can fit a deaerating heater to 
your plant conditions. Get the facts — write for 


Bulletin D-3. 


Above: The 
second Elliott 
deaerating 
beater of more 


manufacturing 
blants in the 
world, 

At right: Ver- 
tical. 1 


on a horizontal 
storage tank, 


COMPANY 


PITTSBURGH, PA. 
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s | pest c & a= Gas Association opens technical section regional conference, Los Angeles, 
tf., ° 





q pol On Burner and Air Conditioning Exposition is concluded, Philadelphia, 9 
e, . 








{ Massachusetts Safety Conference will convene, Boston, Mass., April 5, 6, 1937. 





{ American Water Works Association, Southeastern and Kentucky-Tennessee Sections, 
will hold a joint meeting, Chattanooga, Tenn., April 5-7, 1937. 








{ Pacific Northwest Regional Planning Commission will hold conference, Boise, Idaho, 
April 8-10, 1937. 








{ New Jersey Gas Association convenes for 26th annual meeting, Asbury Park, N. J., 1937. 





4 Oklahoma Telephone Association concludes convention, Oklahoma City, Okla., 1937. 





q Northwest Electric Light and Power Association, Business Development Section, starts 
session, Salt Lake City, Utah, 1937. 





{ American Gas Association will hold distribution conference, Washington, D. C., 
April 12-14, 1937. 





q eee, Wee Gas Association will convene for annual session, Waterloo, Iowa, April 12-14, 
1 4 





{ Missouri Association of Public Utilities will hold meeting, Excelsior Springs, Mo., April 
21-23, 1937. 





¥ Edison Electric Institute begins fourth general sales conference, Chicago, Ill., 1937. 








1 fate Water Works Association, Florida Section, convenes for meeting, Ocala, Fiz., 
1 : 














¥ Chamber of Commerce of the U. S. A. will hold convention, Washington, D. C., April 
26-29, 1937. 








Courtesy of Public Works of Art Project 


“Interior of the Government Hoist House 


Boulder Dam 
by Stanley Wood 
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Another Job for Hercules 


He purged the Augean stables, but would he be 
able to unscramble Federal governmental duplica- 
tion in the utility field and elsewhere? 


By G. W. LINEWEAVER 


the New Deal have long been 

among its more attractive char- 
acteristics. Sometimes, however, an ex- 
cess of zeal may partially defeat its own 
purpose. It recalls the story of an earn- 
est young motion picture executive in 
Hollywood who was convinced by a 
business associate that certain depart- 
ments of his company were probably 
oerstaffed. The associate suggested 
that an efficiency expert be hired to 
study and report on the situation. At 
this the spirited executive bristled : 

“IT don’t believe in half way meas- 
ures,” he said emphatically, “I believe 
inaction. Let’s hire a dosen efficiency 
experts |”? 

In somewhat the same spirit, per- 


, | SHE exuberance and enthusiasm of 


339 


haps, the Federal government, spurred 
into action by allegations of waste and 
duplication in governmental depart- 
ments by Senator Byrd of Virginia, 
proceeded to cail into existence not one 
but three committees to study and re- 
port on the situation. There is the 
special select committee of the Senate 
headed by Senator Byrd himself. 
There is President Roosevelt’s own 
committee on administrative manage- 
ment headed by Louis Brownlow, 
former District of Columbia commis- 
sioner. And the House (which rarely 
lets itself be outdone by the Senate) 
provided for a select committee of 
which the Texan Chairman Buchanan 
of the regular House appropriations 
committee was made the head. 
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It is not the purpose of this writer 
to insinuate that this plurality of com- 
mittees is in itself unnecessary or fu- 
tile. On the contrary, if three (com- 
mittee) heads prove to be better than 
one, the public treasury will be better 
off in the end and it will be a case of 
“the more the merrier,” instead of 
“three is a crowd” for the taxpayer. 


[ the past history of such ventures 
in governmental reorganization is 
to be our guide, however, the outlook 
is scarcely promising, regardless of 
how many committees tackle the job. 
This is not the fault of the President 
or of other branches of the administra- 
tion. It is the fault of the system and 
traditions that have grown up in the 
Federal government since the days of 
George Washington. The fact that 
President Roosevelt’s first term 
brought into the picture an amazingly 
large number of emergency organiza- 
tions, and not a few additions to the 
permanent establishment, has merely 
made a preéxisting condition more 
sharply conspicuous. 

Every few years since 1792, there 
has been agitation in Congress for re- 
organization of the Federal govern- 
ment—sometimes with economy as a 
major aim, sometimes stressing effi- 
ciency and simplification, sometimes a 
combination of both objectives. It is 
not alone in the executive branch that 
there is an absence of intelligent co- 
drdination and of methods of prevent- 
ing conflict. In both houses of Con- 
gress there are different committees 
dealing with various phases of govern- 
mental problems. 


O NE of the most aggravated aspects 
of governmental duplication is 


MAR. 18, 1937 


the contact between the government 
and the utility industries—especially 
the power industry. In a previous arti- 
cle, this writer attempted to set forth in 
some detail the extent of this dupli- 
cation.’ In this article he will attempt 
to show how it came about and, in a 
very general way, what might be done 
about it. 

President Wilson, back in 1918, was 
perhaps the first chief executive to 
recognize duplication of governmental 
functions with relation to power. It 
was at that time that the original Fed- 
eral Water Power Bill was under con- 
sideration. The President observed 
that several committees in both houses 
of Congress were attempting to deal 
with different phases of the bill. He 
suggested that the Senate and the 
House each set up a special committee 
to handle this legislation. The House 
welded three standing committees into 
one for the purpose, but it was not 
until 1920 that a water-power bill was 
passed. 

Of course, the almost inevitable ten- 
dency towards duplication had made its 
appearance in other regulatory fields 
of the Federal government besides 
power. By fortunate and stubborn in- 
sistence of the Interstate Commerce 
Commission, after fifty years virtually 
all forms of land transportation (as 
yet regulated by the Federal govern- 
ment) have been brought under the 
ICC’s jurisdictional wing, except 
supervision of federally owned carrier 
operations. Regulation of air trans- 
portation, however, is still under a cabi- 
net officer in the Department of Com- 
merce. 

1“Uncle Sam’s Reqiomey Topsy — the 


Power Industry,” G. Lineweaver, PusLic 
Urtiitms Fortnicutiy, March 4, 1937. 
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OMMUNICATIONS had an even 

better advantage in getting off on 
the right foot, when the Communi- 
cations Act of 1933 brought interstate 
telephones, telegraph, and cables under 
a common regulator, together with 
radio broadcasting regulation which 
was absorbed from the old Federal 
Radio Commission. 

In the power field, however, the 
situation is complicated, not only by a 
marked trend towards regulatory du- 
plication, but also by rapidly expanding 
duplication of governmental agencies 
in the field of operations. President 
Franklin Roosevelt noted this situation 
early in his first administration and 
took several well intended steps to- 
wards a solution. First of all, he called 
into being the National Power Policy 
Committee, whose job it was to bring 
about codrdination of power policies 
and recommendations to Congress. 
This committee may have done some 
good ; that is to say, the situation today 
might have been more complicated than 
itis had the committee not appeared on 
the scene, but the fact remains that 
there is still a whale of a big job to be 
done. 

The ineffectiveness of the National 
Power Policy Committee probably lies 
in the fact that it lacks statutory au- 
thority and, therefore, gradually 
evolved into the status of a purely ad- 


visory body and, as most Washington 
observers will affirm, active govern- 
mental agencies are not inclined to pay 
too much attention to advisory boards 
unless it suits them. Again, the com- 
mittee’s task was augmented by subse- 
quent congressional legislation which 
increased the duplication of govern- 
mental functions in the power field. 


HE National Resources Board is 
another more or less advisory 
body, created to bring together all 
Federal, state, and regional studies re- 
lating to land and water uses, including 
power. It has presented some splendid- 
ly prepared reports on this subject, but 
in so doing it has invaded certain fields 
already occupied by other Federal 
agencies, and so instead of eliminating 
or curtailing duplication, this board’s 
existence has only added to it. It may 
be better qualified to remain than the 
others. But that is not the issue. The 
issue is whether somebody can be in- 
duced or compelled to move out. 
Before going into the matter of solu- 
tion, it should be noted in passing that 
all three committees mentioned above 
(President Roosevelt’s, Senator 
Byrd’s, and Chairman Buchanan’s) 
did get together on the proposition of 
studying the proposal to reorganize 
Federal governmental functions gener- 
ally. To this end, they jointly retained 


“Tr is obvious that there is duplication in the activities of the 
Public Works Administration and Rural Electrification Ad- 
ministration, and there is perhaps actual conflict with the 
principles of the Federal Power Act, Title II, of the Public 
Utility Act of 1935, seeking the coérdination of all electric 
facilities in the United States. PWA loans and grants are 
made without apparent regard to the effect in the future on 
coérdination or national power planning.” 
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the Institute for Government Research 
of the Brookings Institution to prepare 
a full factual report. 


A’ this article was being written, all 
three of the committees had re- 
ported in some form or another to the 
75th Congress. The House committee 
(Buchanan) merely made a perfunc- 
tory report of progress. The Senate 
committee (Byrd) made a report on 
the financial phases of governmental 
reorganization and apparently intends 
to report piecemeal on the other phases. 
The President’s committee (Brown- 
low), however, submitted a report on 
reorganization which _ suggested, 
among other proposals, a complete 
separation of judicial and administra- 
tive functions now exercised by inde- 
pendent Federal commissions. This re- 
port gives indication of becoming a 
storm center of controversy through- 
out the current session of Congress. 
Incidentally, President Roosevelt 
named a new Power Policy Committee, 
following the submission of the 
Brownlow report, the purpose of the 
new body ostensibly being to prepare 
a bill for the codrdination of operating 
and regulating policies of various Fed- 
eral power projects.” 


Beyperayy back to the subject of elec- 
tric power, one of the recom- 
mendations for immediate action will 
doubtless be a recasting of all or most 
of the temporary agencies created by 
the New Deal into simplified perma- 
nent organizations. This will be an 
excellent beginning, but will anything 


2 Members of this committee, named by the 
President January 16th, are as follows: Harold 
L. Ickes, chairman, Morris L. Cooke, Frederic 
A. Delano, Frank R. McNinch, Robert E. 
Healy. The committee’s counselor is Ben- 
jamin V. Cohen. 
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come of it? The rub will come when it 
is proposed to merge scattered func- 
tions, such as various welfare and 
power administrations, into central 
agencies. 

Another headache will arise when an 
attempt is made to divorce quasi legis- 
lative, quasi ministerial, and quasi 
judicial functions now exercised with- 
in the same government unit. For ex- 
ample, the Committee of Transpor- 
tation, headed by former President 
Coolidge at the time of his death, 
found that the Interstate Commerce 
Commission was devoting too much of 
its time to purely judicial functions 
and not enough to study of railroad 
regulation, planning, etc. The sepa- 
ration of powers doctrine, handed 
down from the English and written 
into our own Constitution, does not 
obtain in Federal agencies, and more 
than seventy are engaged in handing 
down opinions and rulings of a judi- 
cial character, an American Bar Asso- 
ciation committee has found. 


| Bepenscoes has authorized this com- 
mingling of functions and the 
courts have acquiesced in, if not 
actually approved, the procedure. Yet, 
there is no blinking at the dangers 
inherent in instances where a govern- 
ment agency may exercise the func- 
tions of a complainant, prosecutor, 
judge, and jury, without an aggrieved 
person having a right of appeal unless 
a question of law is actually involved. 

Finally, there is the problem of what 
form of administration in the case of 
regulatory agencies is preferable. Shall 
it be a commission, as is the case at 
present where public service activities 
are concerned, or a single administra- 
tor, assisted for purposes of adjudi- 
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National Power Policy Committee 


¢ ‘T HE ineffectiveness of the National Power Policy Committee 

probably lies in the fact that it lacks statutory authority and, 
therefore, gradually evolved into the status of a purely advisory body 
and, as most Washington observers will affirm, active governmental 
agencies are not inclined to pay too much attention to advisory boards 
unless it suits them. Again, the committee’s task was augmented by 
subsequent congressional legislation which increased the duplication 

of governmental functions in the power field.” 





ations by an intra-agency tribunal, 
versed in the law? 

Each side of this subject could be 
argued at length and with reason, al- 
though it may be admitted that the 
commingling of functions tends to 
(log the wheels, makes procedure cum- 
bersome, and delays effective prompt 
regulation. 

Since the subject of electric power 
occupies a peculiar position in the Fed- 
eral governmental set-up, by reason of 
the dual Federal function of (1) regu- 
lator and (2) operator, a number of 
proposals for bringing some degree of 
order out of the chaotic situation have 
ben made. Among these are: 


I Make the Federal Power Com- 

* mission the central agency for 
regulation, investigation, and super- 
vision of all Federal activities with re- 
spect to power, including jurisdiction 
over the operations of existing Federal 
power facilities and proposals for new 
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projects where power is a factor. 
Operation of power projects would be 
by other agencies as is now the case, 
but in the interest of uniformity so far 
as physical and geographical con- 
siderations permit, all Federal power 
operations would be subjected to the 
same central scrutiny as is provided 
for private utilities engaged in inter- 
state transmission of electric energy. 


9) Bring under the Federal Power 

* Commission as separate divisions, 
but with codrdination to permit the use 
of the same staff where practicable and 
to avoid duplication, the Rural Elec- 


trification Administration, Power 
Division of Public Works Adminis- 
tration, the Utilities Division of the 
Securities and Exchange Commission, 
except duties relating to holding com- 
panies and utility security matters. 


Concentrate in Federal Power 
e Commission all administrative 
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matters in connection with water- 
power authorizations issued previous 
to 1920 now administered by War, 
Interior, and Agriculture Depart- 
ments, but continue coordination 
whereby Corps of Engineers, Geo- 
logical Survey, and Forest Service act 
in the field for Federal Power Com- 
mission. 


Place in Securities and Exchange 
e Commission administration of all 
matters relating to securities of all 
utility corporations since the Security 
Act of 1933 and Security Act of 1934 
require registration of security issues 
with SEC in any event. The under- 
lying principle would be to place under 
the power commission all matters re- 
lating to physical operations, with fi- 
nance supervised by SEC. 


Where jurisdiction is not easily 

e separable as between FPC and 
SEC, a joint board should handle ap- 
plications relating to securities, for in- 
stance, so as to obviate necessity of 
separate action by the two commis- 
sions, which might conflict. 

As has been pointed out previously, 
Congress in 1920 provided for central 
supervision of water-power develop- 
ment but failed to supplement the law 
sufficiently to bring about that result. 
Few if any of the big new projects 
involving power, either owned by the 
government or financed by it, have 
been subject to scrutiny as to economic 
feasibility or adaptation to water uses 
under the prevailing principles of the 
Federal Water Power Act. 

It is obvious that there is duplication 
in the activities of the Public Works 
Administration and Rural Electrifica- 
tion Administration, and there is per- 


haps actual conflict with the principles 
of the Federal Power Act, Title II, of 
the Public Utility Act of 1935, seeking 
the codrdination of all electric facilities 
in the United States. PWA loans and 
grants are made without apparent re- 
gard to the effect in the future on co- 
Ordination or national power planning. 


_—— and alternative  sug- 
gestion, which may be more 
probable of accomplishment, is the 
creation of a Federal Power Authority 
(or Administration), headed by a 
single administrator who may or may 
not be a cabinet officer and under 
whose jurisdiction would come the 
supervision of all Federal activities re- 
lating to power, wherever now located. 
He would have authority to codrdi- 
nate, to designate other agencies now 
concerned with power matters more or 
less as subordinate bodies to act as his 
accredited agents but report to him on 
power subjects. This would avoid 
more drastic disturbance of the status 
quo. Coordination of this character 
has been developed by the power com- 
mission with agencies in executive de- 
partments concerned with power re- 
sources. 

The purpose of a single power ad- 
ministrator would be to create a 
spokesman for the President on power 
in dealing with the public and other 
Federal agencies and thus relieve the 
Executive of the strain that necessarily 
attends having representatives of half 
a dozen or more agencies clamoring 
for recognition—sometimes two of 
three from the same outfit. 


- I ‘us second suggestion involves 
the designation of a new official 
of a permanent character, or adding to 
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the responsibility of an existing cabinet 
oficer. The savings that would result 
from coordination and a big stick to 
compel the various agencies to cease 
building up separate staffs to work on 
the same problems would more than 
compensate for any additional perma- 
nent expenditures for the services of 
a power administrator and small staff 
of coordinators. 

It is appreciated that codrdination is 
a difficult matter, as witness the ex- 
periences of Commissioner Eastman 
with the railroad and transportation 
problem ; but in that case Mr. Eastman 
was dealing with a greater degree of 
private interests. However, Federal 
administration of transportation sub- 
jects, whatever may be said of its ef- 
fectiveness, is not spread through the 
governmental set-up to an extent com- 
parable with electric power adminis- 
tration. So much for Uncle Sam in his 
role of a regulator. What can be done 
about his rdle as a builder and operator 
of electric power projects ? 


Bice has been so far no sug- 
gestion that there should be a cen- 
tral operating agency for projects pro- 
ducing power for ultimate distribution 
to the public. In any event, the proba- 
bilities are that the Tennessee Valley 
Authority, perhaps curbed to some ex- 
tent, and the Bureau of Reclamation 
and Corps of Engineers will continue 


as the major operators of power facili- 
ties, especially where other purposes, 
such as navigation and reclamation, 
are involved. However, if additional 
set-ups like TVA are created, they 
should unquestionably be brought 
under central supervision as_ to 
methods of operation, rates, and ser- 
vices, basic costs, and as to plans for 
additional power facilities—all of 
which goes back to Uncle Sam as a 
regulator, which we have already dis- 
cussed. 

In other words, if there is to be a 
“yardstick” on costs for the power 
industry as a result of Federal activity 
in the field of power production and 
transmission, there should be some 
kind of common denominator between 
the Federal projects themselves so as 
(a) to avoid competition among them 
for markets for power, (b) to prevent 
unregulated competition and dupli- 
cation of existing privately owned fa- 
cilities under Federal or state regu- 
lation, and (c) to provide adequate 
protection for the Federal investment 
in power facilities in each project, since 
Congress has provided that these facili- 
ties must be self-maintaining and self- 
liquidating. Congress has not pre- 
scribed the manner in which the Fed- 
eral investment shall be returned to 
the treasury, so the period of amorti- 
zation, except in the case of the 
Boulder Dam Project Act of 1928, and 


in one or another of proposed groups that should govern any 


q “AFTER all it is not so much the placing of this agency or that 


solution of the Federal organization maze. The goal should 
be agrouping of functions of like character or that have to do 
with the same or related subject matter so that the public or 
that part of it immediately affected by Federal statutes may 


know with what agencies it must deal.” 
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a few small reclamation power proj- 
ects. 


epee of the Federal power system 
find ample justification for sug- 
gesting that if the government cannot 
and will not regulate its own power 
operations, it cannot effectively exer- 
cise supervision over private industry. 

A power “czar” in the person of a 
chief administrator or codrdinator, as 
suggested, would not have an easy task. 
Certain phases of Federal power 
interests are imbedded deeply in bu- 
reaus of existing executive depart- 
ments. This is true of the War De- 
partment in control of navigation. This 
is true of the Interior Department with 
its Bureau of Reclamation and other 
subordinate agencies. It is even true 
of the Agriculture Department with its 
Forest Service. 

Despite the growth in authority of 
independent agencies, in view of the 
fact that vast matters affecting power 
are under control of members of the 
President’s cabinet, the head of a Fed- 
eral power administration would have 
to have equal rank if he were to be on 
an effective footing in the government 
set-up with possible jurisdictional 
rivals. 

It would be possible, of course, to 
put the power administration under an 
existing department, perhaps the Sec- 
retary of the Interior, who is chairman 
of the temporary power policy com- 
mittee in the present line-up, and that 
has been advanced as a solution to 
avoid duplication. How a plan of this 
character would be received by inde- 
pendent agencies or the other depart- 
ments concerned might have an im- 
portant bearing on the subject. 
Secretary Ickes has headed Public 
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Works, Petroleum, and other adminis- 
trations independent of the Interior 
Department, and has conducted them 
in a fashion that has been apparently 
satisfactory to the President. 


oe to the other forms of 
public service regulation by the 
Federal government and the major 
agencies concerned, both transporta- 
tion and maritime affairs are vying for 
public attention and are being scruti- 
nized in factual studies and doubtless 
will be reviewed by the reorganization 
committees. 

The Interstate Commerce Com- 
mission, the oldest of Federal regu- 
latory agencies, has fought its way to 
the top in fifty years from an incon- 
spicuous beginning in 1887. 

First it met with opposition both 
from the railroads and the states, but 
since the Hepburn Act of 1906 its 
powers and sweep of authority have 
been firmly established. It has virtually 
supplanted the states in matters of 
railroad regulation and the railroads, 
while not altogether pleased with the 
meticulous manner in which their af- 
fairs are delved into, would not go back 
to regulation by forty-eight state com- 
missions if they were given free choice. 

When interstate motor carriers were 
finally brought under Federal jurisdic- 
tion, the ICC was recognized as the 
logical agency to take on the job and, 
by a plan of codperation with state 
commissions, is on the way to making 
a success of this venture into a new 
field of Federal regulation. 


A® transportation regulation even- 
tually will be brought under the 
same agency that handles land trans- 
portation, it may be forecast, but for 
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Hard to Break Up Federal Bureaus 


sce eens between the Executive and Congress in the past 

have wrecked each and every attempt to bring order out of 

the increasingly chaotic Federal set-up and most of these differences 

have been fomented by the powerfully entrenched departments and 

bureaus of long standing, which cling to every function they have 

and reach out for more. Their personnel know the ropes and do not 
hesitate to exercise pressure.” 





the moment the Department of Com- 
merce is holding on to it. 

From time to time there have been 
suggestions that transportation regu- 
lation, its planned development, and 
coordination should be under a single 
administrator—a czar, so to speak— 
especially with consideration for even- 
tual consolidation of the railroads. 

Sufficient time has not elapsed to 
justify any prediction as to the future 
of the United States Maritime Com- 
mission, created by the last Congress 
to take over from the Department of 
Commerce the planning and control of 
the American merchant marine. The 
President had the greatest difficulty in 
getting the type of man he desired to 
head the commission. He had sought 
the late Senator James Couzens, of 
Michigan, after the latter’s defeat for 
renomination in Michigan, but death 
intervened. 

The merchant marine and regulation 


of privately owned shipping, subject 
to Federal jurisdiction, have been the 
subjects of almost endless agitation. 
The Federal investment in merchant 
ships since 1916 has run into the 
billions, including the wartime con- 
struction. 


ews a and the inability of the 
Federal government to develop 
an effective form of control and regu- 
lation or to operate ship lines itself 
with success have raised many serious 
questions, especially in connection with 
Federal subsidies in fields heretofore 
occupied by private operations. The 
government’s own operations, like the 
Panama Steamship Line and the In- 
land Waterways Corporation, are also 
problems. 

No accurate figures on the losses in- 
curred in attempting to develop and 
maintain an American merchant ma- 
rine have ever been revealed, but it is 
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agreed on all sides that absence of 
effective organization in planning and 
management has been largely responsi- 
ble for the present state of our mer- 
chant marine, lack of private contracts 
in the great shipyards, and the heavy 
drain on the Treasury. The situation 
has been accepted, without much com- 
plaint, on the ground that the country 
must have ships for a merchant fleet 
in the event of a national emergency 
and to protect American commerce 
from sabotage by foreign competitors. 

There may be an inclination to wait 
and see how the Maritime Commission 
handles itself before attempting to 
weave shipping control and regulation 
into one agency, but eventually it 
should be under one administration— 
either a small commission or a single 
coérdinator. Indications are that Con- 
gress will keep its eye on shipping with 
increasing concentration. 


Fue suggestion has been 
made that envisions the align- 
ment in one department, headed by a 
cabinet officer, of all Federal activities 
having to do with public service corpo- 
rations and government agencies en- 
gaged in operating facilities of a utility 
nature in competition with private 
enterprise or in fields occupied here- 
tofore by the latter. The theory under- 
lying this idea is that all matters relat- 
ing to regulationin the field of public 
service corporations and of Federal 
operation of like facilities have a 
common base and that there would be 
nothing incongruous in a grouping of 
agencies concerned with these subjects 
for purposes of codrdinated adminis- 
tration. 

After all it is not so much the plac- 
ing of this agency or that in one or 
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another of proposed groups that should 
govern any solution of the Federal 
organization maze. The goal should be 
a grouping of functions of like charac- 
ter or that have to do with the same or 
related subject matter so that the public 
or that part of it immediately affected 
by Federal statutes may know with 
what agencies it must deal. Likewise, 
since Uncle Sam has gone into busi- 
ness in a big way in several directions 
—power, resettlement, shipping, for 
instance—concentrated and effective 
supervision of Federal operations by 
administrators to whom Congress and 
the President may look for results is 
imperative. 


B” theories and proposals will all 
go for naught unless the Presi- 
dent and the special congressional com- 
mittees work in harmony and agree on 
proposals for reorganization. Differ- 
ences between the Executive and Con- 
gress in the past have wrecked each and 
every attempt to bring order out of the 
increasingly chaotic Federal set-up and 
most of these differences have been 
fomented by the powerfully entrenched 
departments and bureaus of long 
standing, which cling to every func- 
tion they have and reach out for more. 
Their personnel know the ropes and 
do not hesitate to exercise pressure. 

In fact, proposals for simplification 
of the Federal governmental structure 
may subject the powers of the Presi- 
dent and Congress to the acid test— 
whether in actual practice they can 
overcome the objections of the “boys 
in the trenches” to any disturbance of 
the status quo. 

The situation and the solutions are 
not necessarily involved in partisan 
politics ; the crux is the ability to break 
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into Federal governmental tradition 
and red tape. 


( speaking, it is com- 
paratively easy to blueprint a 
balanced, orderly set-up on paper. 
Draftsmen may use any one of a half- 
dozen different basic models from de 
Tocqueville to Mussolini’s Corporate 
State. Statesmen may approve and 
politicians enthuse, but when it gets 
right down to brass tacks of dislodging 
large numbers of political officeholders 
from comfortable jobs, the task as- 
sumes an entirely different character. 
Congressmen send indignant letters on 
behalf of their patrons, political ora- 
tors declaim upon the duty of the 
government to “take the lead in reém- 
ployment,” and when the improvising, 
wire pullling, and log rolling are all 


over, what remains of your original 
plan except what it was in the begin- 
ning—a very neat little blueprint ? 
Will this be the fate of the current 
movement towards Federal reorgani- 
zation? Who knows? This writer ad- 
mits that the foregoing discussion is 
somewhat inconclusive to the extent 
that it does not suggest a definite plan 
—another blueprint. He has con- 
sciously avoided a specific formula, be- 
cause we have too many of these blue- 
prints already. He has tried only to 
etch the situation as it stands, to note 
the factors that must be considered, 
and to list some of the more practical 
and plausible corrective suggestions 
that have been made. Anything that 
may come of these suggestions is so 
much to the good. What we need now 
is more action—not more blueprints. 





A Representative Wonders about Representative Government 


+ I see it, the Supreme Court has been the one branch of 
government that has not permitted the legislative or the 
executive branches of government to take away from the citizen any 
rights he may possess under the Constitution. 

“Under our system we are supposed to have an executive, legisla- 
tive, and judicial branch of government, separate and distinct, each one 
under the Constitution charged with specific duties. The executive is 
supposed to enforce the laws, the Congress to make them, and the 
judiciary to interpret them when called upon to do so. 

“Let us remove all the camouflage, sweep away the cobwebs, put 
the cards on the table, face up, so that they can be seen, and consider 
all the ramifications of the proposal recently made. In doing so let 
us remember that as Americans we are interested only in preserving 
this Republic and the institutions which made it great. 

“Before going into the merits of the proposal I want to ask the 
members of the House seriously and in all candor how much you, as 
individuals, have to do in shaping the legislation passed by the House 
of Representatives? I will answer by saying that you have absolutely 
no more to do with passing important legislation than if you were 
not in Washington. I will say further that no important legislation, 
except the soldiers’ bonus bill, has been passed during my six years 
here that did not have the approval of the Chief Executive, no matter 
what its merit. I defy contradiction on this statement, and I believe 
: Jy the time I could prove this to you beyond the shadow of a 

oubt.” 
—Remarks on the Floor of the House of 
Representatives by Representative Ar- 
thur P. Lamneck, Democrat of Ohio. 
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A Plan to Solve TVA Tangle 


Recent events in Washington and in the Tennessee valley indicate that an impasse has 
been created as a result of the actual and threatened competition between the Tennessee 
Valley Authority and privately owned electric utility companies in the field of public 
service. Advocates of more extensive and independent operations by the Federal 
agency claim that it is necessary to protect the consumers’ interest by promoting greater 
use of power and cheaper rates. Spokesmen for private utility interests claim that they 
must continue resistance in the courts in order to protect their security holders from 
impairment if not eventual destruction of their investment. But is a battle to the bitter 
end inevitable? Is there no way of reconciling the objectives of the opposing camps? 
This article proposes the general outline for such a plan. If, as this author suggests, a 
way can be found to satisfy the threefold requirement of greater use, cheaper power, 
and investment protection, is there any excuse for continued refusal to consider either 
this or some other similar reconciliation measure? It is for the contending parties to 
decide. Shall there be truce or truculence? 


By GEORGE E. DOYING 


EARLY all reasonable persons 
N agree that the bickering be- 
tween the government and the 
utilities over electric power in the 
Tennessee valley has gone far enough, 
if not too far. 

What is all the bickering about? 

In the last analysis, it is simply a 
question of providing an abundance of 
electricity, available to everybody who 
cares to use it, at very low rates. 

President Roosevelt could not have 
overlooked the fact that the so-called 
private utilities (really owned by mil- 
lions of Americans) have been under 


AutTHor’s Note: It is deemed advisable to 
state that the py suggested in this article 


was not inspired or recommended by any pub- 
lic utility interests. It is the product of inde- 
pendent research. 
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regulation by the states for twenty- 
five years. He knows that electric rates 
have followed a constantly descending 
scale. He chose, however, to couple 
electricity with his theory of a “more 
abundant life” and has thus raised the 
rate question to the status of a great 
political issue. This issue has caught 
the popular fancy, notwithstanding the 
fact that the average charge for elec- 
tricity in American homes has been cut 
in half during the last twenty-five years 
—from 9.1 cents in 1912 to 4.7 cents 
in 1937. During that same time the 
number of residential consumers has 
increased from 3,000,000 to more than 
21,000,000. 

This remarkable showing by the elec- 
tric utilities under private management 
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evidently encouraged President Roose- 
velt to believe that with government 
cooperation greater use of electricity 
at still lower rates might be achieved in 
the public interest. It was not his plan, 
according to his own public statements, 
to drive private operation out of the 
field. On the contrary, he declared that 
“private capital should be given the 
first opportunity to transmit and dis- 
tribute power on the basis of the best 
service and the lowest rates to give rea- 
sonable profit only.” 


T ‘HE President on frequent occa- 
sions has asserted that he has no 
desire to injure honestly invested capi- 
tal in the power business or to socialize 
the industry. All public utility legisla- 
tion sponsored or endorsed by Mr. 
Roosevelt since he became President 
has avowedly been aimed at lower rates 
and protection of investors. Thus, 
speaking of the holding company bill 
ina radio broadcast April 28, 1935, he 
said : 

This legislation will not only in the long 
run result in providing lower electric and 
gas rates to the consumer, but it will protect 
the actual value and earning power of prop- 
erties now owned by thousands of investors 
who have little protection under the old 


laws against what used to be called frenzied 
finance. It will not destroy values. 


It was in his Portland speech (1932) 
that Mr. Roosevelt first broached the 
idea of a government “yardstick” for 
electric rates. His purpose was clearly 
and definitely understood to be to build 
two or three Federal power plants in 
an effort to demonstrate that electricity 
could and should be made more widely 
available at rates lower than those in 
effect. 


A the first step in this program, 
Congress was asked by the Presi- 
dent to enact, and did enact in 1933, a 
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law creating a government corporation 
to be known as the Tennessee Valley 
Authority. To this corporation were 
transferred the properties acquired by 
the United States during the World 
War for the manufacture of nitrogen, 
in connection with which certain elec- 
tric generating plants had been built at 
Muscle Shoals, Alabama. To this au- 
thority was also delegated the duty of 
rehabilitating the Tennessee valley, im- 
proving the navigability of the Tennes- 
see river, and doing certain other 
things. The generation, transmission, 
and sale of electric energy were to be 
incidental to the several other activities. 

It is not the purpose of this article to 
join the extended discussion which has 
been raging for three years over the 
constitutional right of the United 
States to engage in the power business, 
or the economic justification therefor. 
The fact must be faced that the govern- 
ment is actually in the power business 
in the Tennessee valley. It has large 
generating plants in production and 
others near that stage. Great dams 
have been and are being built, turbines 
installed, transmission lines construct- 
ed. The power is there. It must be used. 

Long before this was done, of 
course, private capital in good faith had 
covered the Tennessee valley with net- 
works of transmission lines to carry 
power throughout the area from hydro 
and steam generating plants. Many mil- 
lions of dollars were thus invested and 
progressive management had made 
great progress in establishing uniform 
rate schedules designed to promote in- 
creased use of electricity. Innovations 
were introduced to popularize electric 
appliances and to accomplish the very 
result later adopted by President 
Roosevelt as one of his chief objectives 
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An Appeal to Reason 


“ _. . the contending parties [Federal government 
and power companies] are in the position of two 
fistic gladiators engaged in a ‘finish’ fight. Round 
after round has been fought, one side now scoring 
a point, then the other, and the end is not in sight. 
... While the fight rages, tension and emotion stand 
in the way of calm judgment. Destructive rather 
than constructive elements prevail. Why not settle 
the trouble by rational methods?” 





—an abundance of electric power at 
lower rates. 


——- let us pass over the claims and 
counterclaims that have been 
made in connection with the activities 
of the TVA in the power field and that 
corporation’s relations with the pri- 
vately owned utilities. They have been 
covered in extenso in Pusiic UTILI- 
TIES FORTNIGHTLY and countless other 
publications. 

It is well known that the TVA, soon 
after its inception, entered into a con- 
tract with operating companies serving 
a large part of the Tennessee valley. 
That contract has now expired and 
efforts to renew or replace it have 
failed. The reasons for this have also 
been too widely discussed to justify 
repetition here. 

Let us hark back to another state- 
ment by President Roosevelt. Address- 
ing the Third World Power Confer- 
ence in Washington last September, he 
said: 

One who considers the matter with forth- 
right vision cannot convince himself that 
public policy for promotion of availability 
of electric energy can really harm the elec- 
tric industry that exists today. It would 
give opportunity for that industry to add to 


achievements already great. The more in- 
tegrated its sources of energy, the less it 


would require of excess capacity and the 

lower would be its costs. The broader the 

base of consumers of a product that is now 
classed as a necessity, the lower would be 
its costs and the greater its stability. 

Shortly after this address, the Presi- 
dent called a conference of government 
officials, public utility executives, and 
others to discuss the possibilities of co- 
Operation between public and _ pri- 
vate agencies, particularly in the Ten- 
nessee valley, by means of power pools. 
In explaining this move the President 
said: 

I am advised that by this means invest- 
ment in transmission lines and generating 
facilities could be kept to a minimum, serv- 
ice strengthened, and large economies in op- 
eration effected. If so, these great savings, 
based on fair contractual relations between 
the public and private agencies participating, 
should make it possible to bring cheap and 
abundant power to the gate of every com- 
munity in the region at uniformly low rates. 

The conference was held. Officially, 
it was represented as being fruitful of 
a favorable outcome. Subsequently the 
President announced that no further 
discussions would be held. 

There the matter rests. The TVA is 
at least temporarily prevented from 
carrying on its power activities by a 
court injunction obtained by the elec- 
tric utilities in the area. The companies 


themselves are unable to make normal 
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A PLAN TO SOLVE TVA TANGLE 


progress because they do not know 
what the future holds for them in the 
way of TVA competition. 


§ be the contending parties are in 
the position of two fistic gladi- 
ators engaged in a “finish” fight. 
Round after round has been fought, 
one side now scoring a point, then the 
other, and the end is not in sight. If the 
battle goes on, one of them must be 
knocked out; and recovery from the 
final blow will be slow and painful, if 
it is possible at all. 

While the fight rages, tension and 
emotion stand in the way of calm judg- 
ment. Destructive rather than construc- 
tive elements prevail. 

Why not settle the trouble by ration- 
al methods ? 

Public statements by the opposing 
parties fully justify procedure on the 
theory that the chief objective of the 
government is the widespread use of 
electricity at lower rates (such as those 
indicated by the TVA schedule) ; that 
the government does not wish to injure 
honestly invested private capital; that 
the principal obstacle to lower rates by 
private companies is the cost of money. 


1 electric power problem in the 
Tennessee valley can be solved. 
Continuation of private ownership with 
government participation in financ- 
ing operations offers a simple method 
of accomplishing the desired result. 

A preliminary calculation of the out- 
standing bonds and preferred stocks of 
the utilities in the TVA area indicates 
that these securities have an aggregate 
par value of approximately $430,000,- 
000. These bonds bear interest rates of 
) and 6 per cent, and the preferred 
stocks call for dividend payments of 
$6 and $7 per share. 
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These securities cannot be refunded 
at lower rates by the companies them- 
selves, because there is no public mar- 
ket for low interest-bearing securities 
of utilities in the TVA area under the 
conditions now existing. The govern- 
ment’s unlimited resources and free- 
dom from regulatory restrictions place 
the extensively regulated private utili- 
ties under a severe handicap. That there 
is such a market in other parts of the 
country is amply evidenced by the 
numerous refunding operations of 
other companies. 


| bed the presently outstanding securi- 
ties of the utilities in the TVA 
area be retired at call prices (requiring 
about $450,000,000) upon assurance 
of the government that it will purchase 
new issues of the same aggregate 
amounts bearing lower interest rates. 
To make these purchases, let the gov- 
ernment form a new corporation for 
the purpose or use the existing TVA 
corporation. 

Let the new issues by the respective 
companies bear 33 per cent interest for 
bonds and 4 per cent dividends for 
preferred stock. This would reduce the 
annual debt burden of the companies by 
more than $7,000,000. 

Let the government corporation, tak- 
ing all of these senior securities, issue 
its own bonds and preferred stock in 
the same aggregate amounts. The 
bonds, guaranteed by the government, 
could readily be sold to the public at 3 
per cent interest, and an ample market 
could likewise be found for $4 pre- 
ferred stock issued by a government 
corporation. The margin of profit on 
the bonds (the government corporation 
receiving 34 per cent from the com- 
panies and paying out 3 per cent on its 
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President Roosevelt’s Three-Point Power Policy 


1 a WIDESPREAD USE OF POWER 
9. LOWER RATES TO CONSUMERS 


3. PROTECTION OF INVESTORS 


e 


Evidenced by his speeches and statements, from which 
the following excerpts are taken 


Address at Portland, Oregon, September 21, 1932 


“WHEN state-owned or Federal-owned power sites are so developed (by govern- 
ment), private capital should be given the first opportunity to transmit and distribute 
— on the basis of the best service and the lowest rates to give reasonable profit 
only.” 


Radio Address, April 28, 1935 


“Tuis (holding company) legislation will not only in the long run result in 
providing lower electric and gas rates to the consumer, but it will protect the actual 
value and earning power of properties now owned by thousands of investors who 
have little protection under the old laws against what used to be called frenzied finance. 
It will not destroy values.” 


Address to Third World Power Conference, 
September 11, 1936 


“One who considers the matter with forthright vision cannot convince himself 
that public policy for promotion of availability of electric energy can really harm 
the electric industry that exists today. It would give opportunity for that industry to 
add to achievements already great. The more integrated its sources of energy, the less 
it would require of excess capacity and the lower would be its costs. The broader 
the base of consumers of a product that is now classed as a necessity, the lower would 
be its costs and the greater its stability.” 


Statement Explaining Purpose of Power Pool Conference, 
Issued September 20, 1936 


“T am advised that by this means investment in transmission lines and generating 
facilities could be kept to a minimum, service strengthened, and large economies in 
operation effected. If so, these great savings, based on fair contractual relations be- 
tween the public and private agencies participating, should make it possible to bring 
cheap and abundant power to the gate of every community in the region at uniformly 
low rates.” 
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own issue) would much more than pay 
the expense involved. 

Let these interest savings to the 
utilities ($7,000,000 a year) be passed 
on to their consumers. This would en- 
able the utilities to bring their rate 
schedules down nearly to the level of 
the rates fixed by the TVA as fair. 
Slight adjustments might be found 
proper in consideration of the large tax 
burden of the utilities. 

Let all power developed at TVA 
dams, aside from that required for 
government purposes and that now 
under contract, be purchased by the 
existing utility companies at wholesale 
rates as fixed by the TVA. 

In view of its financial relationship, 
let the government corporation be rep- 
resented on boards of the companies. 

Let the generating plants owned by 
the companies and those owned by the 
government be operated as a coordi- 
nated power system, due provision be- 
ing made for the navigation, flood con- 
trol, and other requirements of the 
TVA. The less efficient plants in the 
area could be held as stand-by stations. 

Let future construction require- 
ments to serve new territory be handled 
by the companies and financed from re- 
serves or by the sale of new bond issues 
to the government corporation, which 
in turn would issue new bonds of its 
own for sale to the public. 

Let the utilities earn a fair return for 
the protection of the government- 
owned securities and for the payment 
of reasonable dividends to their stock- 
holders. Some form of the sliding scale, 
or “Washington plan,” might be found 
desirable as affording a method by 
which the companies and their con- 
sumers would share in the benefits of 
efficient management. 


355 


HUs the low-rate objective would 

be achieved and there would come 
an end to any need of government 
financing of competitive municipal dis- 
tribution systems by the PWA or 
otherwise, and there would be no occa- 
sion for the utilities to continue their 
legal battles with the TVA. 

This plan would not interfere with 
the development of the social and ex- 
perimental objectives of the TVA. On 
the contrary, it would facilitate that 
work by eliminating the discord which 
has been a serious deterrent. 

It would afford a permanent outlet 
for surplus government power on a 
revenue basis, making possible the ulti- 
mate repayment of the investment in 
generating facilities. 

It would provide ample supplies of 
power for all requirements without 
neglecting the advantages of flood con- 
trol, navigation, etc. 

It would permit the government to 
correct the present financial impasse 
without cost to the U. S. Treasury. 

It would remove from the Tennes- 
see valley the undesirable threat of 
competitive conditions and wasteful 
duplication of facilities, and thus per- 
mit the existing private utilities to ex- 
pand in their respective territories. 

It would afford a laboratory for test- 
ing the growth of electric service at the 
lowest possible rates, and demonstrate 
the feasibility of government codpera- 
tion with private enterprise on a sub- 
stantial scale. 

It would protect capital honestly in- 
vested in private enterprise. 

Finally, it would make possible the 
immediate widespread use of electricity 
at rates so low as to encourage the most 
abundant use by all classes of citizens 
in the Tennessee valley. 
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Who Foots the Bills for the 
Federal Power Subsidies 


The author shows that in the first instance a large percentage of the 

moneys donated for municipal plants comes from the taxpayers who 

receive no benefits, and in the second place that farmers and other 

local taxpayers suffer from the removal of the government plants 
from the tax rolls. 


By FRANK T. POST 
PRESIDENT, WASHINGTON WATER POWER COMPANY 


[ is a truism that the burden of 


taxation has become a serious 

problem. Such burden is not be- 
ing distributed equably or according to 
ability to pay. I have specially in mind 
the prevalent notion that in one indus- 
try the burden of taxation shall be 
borne on the basis of ownership rather 
than the value of property or ability 
to pay. Where the owners are stock- 
holders and bondholders doing busi- 
ness as a corporation, their property 
and business must pay and pay liber- 
ally toward the maintenance of gov- 
ernment, Federal, state, and local. But 
where the owners do not carry on in 
the form of private corporations but 
as citizens and residents of and in the 
name of public corporations, their 
property and business pay nothing to- 
wards the support and maintenance of 
the Federal government, and almost 
nothing towards the support and 
maintenance of the state and local gov- 
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ernments, and for no justifiable reason 
whatsoever. 


HE privately owned electric light 

and power companies, having a 
valuation of about $12,500,000,000, 
are paying annually about $260,000,- 
000 in taxes, and in addition thereto 
about $6,500,000 for the privilege of 
doing business in the various cities and 
towns where they operate, sometimes 
called franchise taxes, and some 
$3,000,000 or $4,000,000 to commun- 
ity chests and civic organizations. Of 
the $260,000,000 mentioned above, 
about $85,000,000 is paid to the 
United States Government. 

One class of the competitors of the 
privately owned electric utilities is 
owned by about two million people, 
and the value of their property is about 
$600,000,000, which has a gross an- 
nual earning of over $120,000,000. It 
operates in the name of several munici- 
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palities, pays no taxes to the Federal 
government and no property taxes in 
the several states. At least that is the 
general rule and I am not advised of 
any exception. It does pay some small 
excise taxes. The aggregate of all the 
taxes paid by the municipal systems 
amounts to only 1 per cent of their 
gross revenue, while the aggregate of 
the taxes paid by the privately owned 
systems amounts to at least 15 per cent 
of their gross revenue. 


HE position of the Federal gov- 

ernment in relation to this sub- 
ject, as shown by the acts of the 74th 
Congress, is not accidental, but delib- 
erate. In 1932 the Congress passed a 
law imposing a tax equivalent to 3 per 
cent of the amount paid for electric 
energy for domestic and commercial 
consumption, to be paid by the con- 
sumers and collected by the vendor. 
Under that law it was immaterial 
whether the vendor was a privately 
owned utility or a publicly owned 
utility. The government received 
under that law about $3,500,000 per 
month. 

In 1933, when the New Deal 74th 
Congress began to function, this stat- 
ute was amended by providing that 
the 3 per cent tax be not paid by the 
customer but by the vendor when such 
vendor is a privately owned utility, but 
when such vendor is a city, town, 
county, power district, or other pub- 
licly owned utility there shall be no tax 
and the government will get no money. 
The amendment states: ‘None of the 
provisions of this section shall apply 
to publicly owned electric light and 
power plants.” 

The same Congress in June, 1933, 
passed an act entitled: “An act to en- 
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courage national industrial recovery, to 
foster fair competition, and to provide 
for the construction of certain useful 
public works, and for other purposes.” 
Note the words, “to foster fair compe- 
tition.” 


N § 1 of Title 1 of the act it is stated 
that it is declared to be the public 
policy of the Congress “to eliminate 
unfair competitive practices.” Title 2 
of this act creates the Public Works 
Administration, which for over three 
years has been under the control of 
Harold L. Ickes, Secretary of the In- 
terior. 

It is no secret that Mr. Ickes is a 
public ownership zealot and that he has 
been using the taxpayers’ money to 
create and encourage unfair competi- 
tive conditions and practices. He has 
repeatedly put out press releases invit- 
ing cities and towns to build and oper- 
ate electric power systems and come to 
him for the money. To encourage such 
municipal ownership he has offered to 
contribute to such cities and towns 
Federal moneys ample and sufficient 
for the building of such plants, and that 
from 30 per cent to 45 per cent of such 
contribution shall be an out and out 
gift, the remainder to be a loan on easy 
terms at 4 per cent interest. Some of 
them grabbed at this bait and there are 
now pending numerous lawsuits to re- 
strain this misuse of taxpayers’ money. 
Under the program, the city or town 
taking such money, now being served 
by an existing privately owned system, 
is not to use such moneys to purchase 
such system. 


Bie new system will parallel the 
existing system. With the 45 per 


cent subsidy, the low rate of interest 
for the remainder, the fact that the new 
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TVA Tax Gesture 


<4 Bs Congress of the United States put in the act creating the 

Tennessee Valley Authority a taxation gesture. It did not 
provide for that corporation paying any taxes whatsoever to the Fed- 
eral government, but did provide for a small tax to two states. If 
the property of the TV A were put on the tax rolls of those states and 
assessed and taxed on the same basis as the privately owned utilities 
operating in those states, the TVA would pay to those states about 

two hundred times as much taxes as required by the act.” 





system will pay no taxes, civic pride, 
ballyhoo, and boycott, the city will be 
enabled to get most of the business and 
the privately owned system will be 
valueless. Poles and wires without 
earnings have no value. By this pro- 
gram, having the sanction of the 74th 
Congress, taxpaying property is de- 
stroyed and nontaxpaying property 
takes its place. 

The situation as to tax exemption of 
publicly owned utilities in the several 
states is somewhat different. In many 
of the state Constitutions is a prohi- 
bition against taxing the property 
owned by cities and towns. At the time 
of the adoption of these Constitutions 
electric utilities were unknown. It is 
only in recent years that the public have 
begun to realize the fact that such 
exemptions increase the state taxes 
which must be collected from the 
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farmers, home owners, and other tax- 
payers. The municipalists are poli- 
tically active and vocal and vigorously 
protest any attempt to make the munic- 
ipal utilities pay any part of the ex- 
penses of running the state govern- 
ments. 


ce illustrate the great injustice of 
the present situation I will take a 
hypothetical situation: In the city of 
Smithville, in a certain state which I 
will call “A,” is located a manufactur- 
ing plant which employs a large 
number of workers and requires in its 
business a large amount of electric 
power. The cost of such power is a 
substantial part of its operating costs. 
It purchases such power from a pri- 
vately owned utility at rates and 
charges which are regulated and fixed 
by an efficient state regulatory body. 
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That utility pays out in taxes 15 per 
cent or more of its gross revenue and 
such taxes amount to about 25 per cent 
of its operating costs. The city of 
Jonesville, situated in an adjoining 
state which I will call ““B,’”’ owns and 
operates an electric light and power 
system which pays no taxes, Federal or 
state, or to any other governmental 
body and, like most if not all of the 
other municipal systems, contributes 
no money to the community chest or 
to its chamber of commerce or other 
civic organizations. Its generating 
costs are about the same as the generat- 
ing costs of the company operating in 
state “A.” Its operating costs are 25 
per cent less because of said tax and 
other exemptions and subsidies. Jones- 
ville goes to the manufacturing plant 
in Smithville, offers it lower rates, and 
induces it to leave Smithville and go to 
Jonesville. 


ow what happens in Smithville? 

The abandonment or destruction 
of that manufacturing plant injuri- 
ously affects the following persons: 


1. The stockholders and_ bond- 
holders of the privately owned utility 
in state “A” because of this unfair 
competition induced by government; 

2. The employees in the manufac- 
turing plant at Smithville and all other 
wage earners in that city ; 

3. The merchants in Smithville ; 

4. The value of all real property in 
Smithville ; 

5. All farmers, home owners, and 
other taxpayers in state “A” whose 
taxes are of a necessity increased be- 
cause of the abandonment or destruc- 
tion of this important taxpaying indus- 
try. 


The municipally owned systems law- 
fully may be required by the Congress 
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to contribute towards the expense of 
maintaining the Federal government 
in the same amount or in the same pro- 
portion as the privately owned utility. 
As it was the policy of the 74th Con- 
gress to exempt the publicly owned sys- 
tems from making any contribution to 
the Federal government, and to that 
extent subsidize them, it is interesting 
to note who pay this deficit or who pay 
into the United States Treasury that 
sum of money which the municipally 
owned systems would have paid if 
there had been a just and equable law; 
or to put it another way, who con- 
tribute the subsidy granted by the Fed- 
eral government to the municipally 
owned systems. 


HE major part of the moneys paid 

in the form of taxes into the 
United States Treasury are collected 
by the Internal Revenue Department. 
The subsidies granted by the Federal 
government to the municipally owned 
systems may be considered as paid by 
the taxpayers of the several states in 
the proportion of such internal revenue 
payments. Such percentage of some 
of them would be as follows: 


North Carolina 
Pennsylvania 


It is ludicrous, to say the least, that 
New York, Illinois, North Carolina, 
Pennsylvania, and Ohio are required 
by Federal law to subsidize Los 
Angeles, Tacoma, and Seattle. 

The Congress of the United States 
put in the act creating the Tennessee 
Valley Authority a taxation gesture. It 
did not provide for that corporation 
paying any taxes whatsoever to the 
Federal government, but did provide 
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for a small tax to two states. If the 
property of the TVA were put on the 
tax rolls of those states and assessed 
and taxed on the same basis as the pri- 
vately owned utilities operating in 
those states, the TVA would pay to 
those states about two hundred times 
as much taxes as required by the act. 

Furthermore, the Tennessee Valley 
Authority by the acquisition of real 
property in those states and removing 
the same from the tax rolls is creating 
another situation which is unfair and 
inequitable to the farmers and other 
taxpayers in those states. This may 
easily be remedied by the 75th Con- 
gress by amendment to the act creating 
the Authority. 


iy seems essential that there shall be 
passed by the 75th Congress an act 
in relation to the operation of the 
Bonneville power plant which will be- 
gin to function in about a year. It 
should be provided in that act that such 
plant shall pay taxes to the Federal 
government equivalent in amount to 
the taxes that would be paid to the 
Federal government if such plant were 
owned and operated by a privately 
owned utility. It should also be pro- 
vided in the act that the Bonneville 
power plant shall pay to the states of 
Washington and Oregon a sum of 


money to each equivalent in amount to 
the taxes which would be charged 
against such plant if it were owned and 
operated by a privately owned utility. 

Will the 75th Congress undertake to 
remedy the existing status of unfair 
competition and inequitable and unjust 
taxation? This New Deal Congress 
has the power to do anything it desires 
within the Constitution. Over two 
thirds of its members belong to one 
political party. What it may do, it is 
idle to prophesy. The taxpayers will 
watch and pray. 


iy is to be hoped that the legislatures 
of the respective states will by ap- 
propriate legislation promptly under- 
take to correct the serious injustice 
pointed out above. If hampered by any 
constitutional provisions they may 
start the machinery of removing such 
constitutional restrictions. It is im- 
portant that the taxpayers of the nation 
shall know the truth and we may be- 
lieve that when fully advised they will 
compel all legislative bodies to put the 
property of all electric utilities upon 
the tax rolls and tax them equally and 
uniformly, without regard to the 
ownership of such properties. Noth- 
ing less than that is fair, just, and 
equitable. And unfair competition is 
not in the public interest. 





Air Conditioning with Gas in Hollywood 


ccorpInc to Gas Aceg-Recorp, the well-known moving picture 
director, King Vidor, uses portable gas heaters to regulate the 
emotions of ‘his actors. When he wants quiet and restraint, he orders 
the studio temperature down to 50 degrees or so. When he wants the 
authentic punch of passion, he warms the actors up. It was said that 
at the climax of the “Wedding Night,” Mr. Vidor, without informing 
the principal actors, Gary Cooper and Anna Sten, “ordered a tem- 
perature of over 80 degrees.” It would be interesting to see what the 
make-up of W. C. Fields would look like when the temperature is 
over 100. It might also be amusing to watch Harpo pF al perform on his 
favorite instrument in zero weather with woolen mittens on his hands. 
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The Futility of Regulation 
by Valuation 


View of an engineer, familiar by long experience, 
with the practice of Massachusetts commissions of 
fixing rates without detailed appraisals of utility 
property. 
By EARL H. BARBER 


EARS ago I looked in on a hear- 
Vix before the old gas and electric 

commission of Massachusetts. It 
was a stock case, and the commission- 
ers, having no technical asistants, were 
going over the company’s list of plant 
additions, item by item. 

Apparently they were making an un- 
comfortably thorough job of it, for 
counsel jumped up to make a sugges- 
tion which might possibly save the val- 
uable time of the commission. There 
was really no need of going through 
the entire exhibit in detail. The securi- 
ties that were asked for could be au- 
thorized without hesitation. The com- 
pany had a large surplus; there could 
be no danger of overcapitalization. 

At these tidings an old commis- 
sioner shot a startled glance at the 
speaker. A moment later he pressed a 
button, sent for the company’s last an- 
nual report, and set to work with his 
pencil. The hearing, meanwhile, had 
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been going on without interruption. 

I watched the old gentleman turn to 
the section of the report which con- 
tained an itemized property inventory, 
and draw off the items, one by one, 
with a pause after each to determine a 
suitable unit price. It was quite evi- 
dent that he was making an estimate 
of probable cost. Counsel, I noticed, 
was keeping an appraising eye on him 
too. 

Eventually the commissioner turned 
to the financial section of the report, 
compared his estimate with the out- 
standing capital, and raised his head. 

“T do not agree with your statement, 
sir,” he said, “that this company has a 
large surplus.” 

“Well, General, perhaps I was guilty 
of overstatements,” replied the counsel. 
“But I think you will agree that the 
outstanding capital is fully justified by 
the property ?” 

Again the old General looked at his 
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figures. “Just about,” he said thought- 
fully, “just about,” and the hearing 
continued. 


HE case itself has passed into the 

limbo of forgotten trifles, but that 
particular incident stayed in my mind 
as evidence that in the common prac- 
tice of regulation there was something 
queer. What had happened? 

In that hearing room, in the space 
of a mere half hour, and with only such 
data as were kept in the current files, 
an appraisal had been made of a util- 
ity’s property. It had been made by a 
member of the commission ; it had been 
made without legal, accounting, or 
technical assistance whatever. And 
yet it did not occur to anyone to ques- 
tion the result. 

To be sure, conditions for making 
an office appraisal were nearly ideal. 
In the first place the commission re- 
quired utilities to keep an inventory of 
their properties, to show even the cost 
and assessed values of land and certain 
other items, and to present the data 
year by year as a part of their annual 
returns. Second, the commission had 
in its files a record of the development 
of all properties in the form of stock- 
case exhibits, supplemented by the texts 
of all hearings. Third, the commission 
was required by law to keep itself in- 
formed about all properties and man- 
agements, and had been enabled to 
meet the requirement by long tenure in 
office. 

Conditions were nearly ideal, but 
such conditions are within the reach of 
any state which really desires to have 
effective regulation. 


I ATER I was to see similar appraisals 
used to determine deductions from 
earnings in cases of impaired capital, 
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used to check the accuracy of account- 
ing or to dehydrate stock, used even in 
the purchase and sale of properties, and 
used without question from the utili- 
ties which were involved ; but not used 
to create a “rate base,” because the 
commission resolutely set its face 
against such a commitment. 

Also I was to see the kind of ap- 
praisal that is planned to meet the Su- 
preme Court’s notion of what consti- 
tutes “due process of law.” Here there 
was no practical inventory, but an ab- 
surd “nut and bolt” tabulation, pref- 
aced by holes in the streets to “prove 
the property” where no one could be 
found to substantiate a record by per- 
sonal observations, and followed by 
more digging to provide actual evi- 
dence of the extent of deterioration: 
all of which would not have changed 
an inventory by over 20 per cent. 


HEN came the experts—not two, 

but the many which give the judi- 
cially minded an opportunity to deter- 
mine the “preponderance of evidence” 
—with variations of 50 per cent be- 
tween witnesses on the same side, and 
a difference of 100 per cent between 
sides ; and all based on the same metic- 
ulous inventory. 

“The administration of justice is a 
funny thing,” I remarked to an at- 
torney general who had kept a lot of 
opposing experts waiting all day while 
he examined some inconsequential wit- 
ness in endless detail. 

“Justice,” he remarked, “this isn’t 
justice : this is litigation. This is a fight. 
The company fights the state and the 
state fights back. Figure out how much 
it cost the other side to keep those five 
birds sitting off on the sidelines all 
day.” 
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“But the expense,” I asserted, “will 
just be passed back to the consumers. 
It’s the public that’s going to foot the 
bill. Theirs, and ours too. ... Say, this is 
going to bean expensive performance!” 

“Ah, but ‘the recollection of quality 
remains long after price is forgotten,’ ” 
replied the attorney general, quoting 
the advertising slogan of the period. 
“Of course it will be expensive. We’re 
putting on a high-class performance. 
But in the long run it will be the cheap- 
est way. Look at the state seal—a 
mailed fist, a sword, and the Latin 
‘Give ’em one good sock, and then we’ll 
have peace!’ ”’ 

“But those people aren’t criminals,” 
I protested. “They’re just exercising 
their constitutional rights.” 

“Yeah? That’s what they say now, 
but six months from now they’! forget 
all about their constitutional rights. All 
they'll be thinking about then will be 
saving what’s left of their reputations.” 


SS prophecy was only partly ful- 
filled. It took a year of “litiga- 


tion” to make the company drop its 
appeal, but the peace held until it be- 
came a tradition. 

That incident, too, bore evidence of 
something queer in the practice of 
regulation. 

For it seemed that the complicated 
determination called ‘reproduction 
new less depreciation” might be made 


to serve a useful purpose. In spite of 
the way it favored a utility in an era of 
rising prices, in spite of the fact that 
it began in hypothesis and ended in ex- 
pert opinion, in spite of the fact that it 
was slow, prolix, and inordinately ex- 
pensive, it still had a use. It enabled 
one litigant to show the other where he 
got off. 

Who showed whom depended on the 
relative ability of the contending par- 
ties. It was a test, an ordeal, to deter- 
mine the ability of a regulatory com- 
mission. It served to separate those 
content to go through a formality from 
those determined to get results. 

To the formalists “due process of 
law” provided a maximum of quasi 
judicial exercise with a minimum of 
effort. By long sittings on evidence of 
reproduction cost, introduced both by 
utilities and by their own assistants, 
they could build up a stenographic rec- 
ord which would show by sheer bulk 
that the case had been “exhaustively” 
heard, and incidently they could 
whittle down the utility’s figure by per- 
haps 20 per cent. By listening to long 
arguments about depreciation they 
could get a larger disagreement, and 
so arrive at a “rate base.”’ From there, 
by the arithmetic of income and ex- 
pense, with perhaps another crack at 
depreciation as an item of expense, 
they could derive a figure that revealed 
the reasonableness of the new rate. 


e 


management can make an enthusiastic valuation look posi- 


q “A COMMISSION with ability enough to go to the mat with 


tively funny, and can make ‘historical cost’ look like a pro- 
duction the writers would like to forget. The chances are 
that an appeal would turn to repentance long before it 
reached the Supreme Court.” 
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HEIR conclusion might be disap- 

proved by the Supreme Court, but 
the method was above reproach. It 
was logical, of general application, and 
largely independent of the kind of 
business that was being regulated. In 
fact it was so logical and obvious that 
adolescents, without any business ex- 
perience whatever, could derive it in 
the course of an hour’s conversation. 

But to those who set out to accom- 
plish something, a utility’s property is 
only an incidental issue. Their princi- 
pal concern is operation, or manage- 
ment: management not only of the 
property, but of the whole business of 
the utility. 

They say in effect : The property, to- 
day, is just what it was yesterday, un- 
der the old rate. And if by able man- 
agement the new rate can be made to 
yield an adequate profit, there will be 
no more confiscation in the future than 
there has been in the past. To make an 
adequate profit under the new rate may 
require both time and a pretty general 
waking up, but there is nothing cruel 
or inhuman about requiring manage- 
ment to quit stalling and go to work. 

Such an attitude shifts the emphasis 
from “nuts and bolts” to management 
—to operating skill and business abil- 
ity. It substitutes determinations of 
judgment for petty findings of fact. It 
shifts responsibility from subordinates 
to the commissioners themselves. And 
of course it requires men of standing, 
men of ability, and men with a thor- 
ough knowledge of the business they 
are presuming to regulate. 


F yee e te of this method meets 
with instant criticism. It is noth- 
ing but personal judgment. There is 
no formula, no rule, no pedantic com- 
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putation with items that can be squab- 
bled over in detail. 

True, but what of it? 

What of it? Why the Supreme 
Court would fall all over itself to 
throw such a method out! 

But before the court can throw a 
case out, somebody must bring it in, 
and “due process of law” is a game 
two can play at. A commission with 
ability enough to go to the mat with 
management can make an enthusiastic 
valuation look positively funny, and 
can make “historical cost” look like a 
production the writers would like to 
forget. The chances are that an appeal 
would turn to repentance long before 
it reached the Supreme Court. 

At least that has been the experience 
of the Massachusetts commission. 
That commission had jurisdiction over 
rates five years before the Supreme 
Court reversed its ’76 decision and 
concluded that the reasonableness of 
rates was a judicial matter after all. 
In the thirty-eight years that have 
passed since Smyth v. Ames not a 
single Massachusetts rate case has ever 
gone to the Supreme Court. Yet the 
files of the commission are not clut- 
tered with “rate bases,”’ valuations, or 
other evidence of ‘due process of law.” 

Of course the specter of the court 
hovers on the horizon, but when it be- 
gan to assume threatening proportions 
during the boom years of the twenties, 
a sharp warning that the state could 
resort to municipal competition if its 
scheme of regulated monopoly were 
made unworkable caused the specter of 
interference to shrink back to normal 
size. 


THER commissions have been 
driven by the expense and futil- 
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Evasion of Regulation Diminishing 


af pte for evading regulation are of long standing, but their 

diminishing number reflects the progress of public opinion. 

What used to be considered merely a business has come to be re- 

garded as a public service. Forty years ago such institutions as ‘con- 

struction companies’ were the rule. Now they are few, and fewer still 

are those which will refuse to open their books to a commission 
which commands respect.” 





ity of conventional valuations to try 
something which approaches this 
scheme of regulation. They have 
ceased to depend on engineers, and 
they have abandoned “rate bases.” 
They have done what they could 
through a study of operating expenses 
and the effect of rates, and done it at 
home. 

In so far as this focuses attention on 
the vital subject of management rather 
than on a speculative aspect of prop- 
erty, it is a move in the right direction. 
It is quite possible to devise statistical 
reports which will so supplement finan- 
cial statements as to enable commis- 
sioners, after study and some work in 
the field, to form an opinion about 
management which utilities will re- 
spect. Wherever this can be brought 
about, the Supreme Court may be ex- 
pected to fade from the field of regu- 
lation, 

Some other commissions have ac- 
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quiesced in the court’s test of “due 
process of law,” accepted its standard 
of procedure, and attempted to make it 
into a method of regulation ; getting as 
much semblance of the litigation type 
of appraisal as can be extracted from 
staff engineers or limited budget. That 
they have not been credited with signal 
accomplishment is not surprising. 


, I So develop the striking power of 
the litigation type of appraisal re- 


quires a full chorus of experts, masters 
in their respective fields. To reduce the 
performance to the scale of a duet is to 
rob it of whatever merit it possesses— 
a merit which appears in the histrionics 
of litigation rather than in the sober 
work of regulation. 

The widespread conviction that reg- 
ulation has failed is a comment on the 
perfunctory application of the litiga- 
tion method. 

Recently a commission attracted 
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considerable attention by following the 
conventional plan of rate cases, but us- 
ing a method of determining present 
cost intended to save both the time and 
expense required by the litigation type 
of appraisal. Essentially, the method 
was to take the figure for “historical 
cost,” year by year, and translate it 
into present cost by means of price in- 
dices prepared by various agencies, de- 
termining the weight to be given any 
particular index as a matter of judg- 
ment. 

That the Supreme Court would con- 
demn the performance could be taken 
for granted. Although those who have 
had some success in regulation have 
said that the process of weighing price 
indices may call for judgment of the 
highest quality, the majority of the 
court dubbed the process a “rule of 
thumb.”’ Although the minority opin- 
ion pointed out that the variation of 
48 per cent obtained from the use of 
different indices is less than that which 
is often encountered in engineers’ ap- 
praisals, the majority of the court said 
that such a discrepancy in the use of 
indices “impugns their accuracy as im- 
plements of appraisal!” 


B"” it is of little purpose to discuss 
the court’s view of this, or any 
other phase of regulation. Its incon- 
sistencies during the period it has been 
sitting in judgment on the work of 
regulatory commissions have been too 
clearly set forth in its own minority 


opinions. The pertinent question is 
not whether the price-index method 
may get by the Supreme Court, but 
whether it promises to be a potent in- 
strument in the hands of those intent 
on accomplishing something in the 
field of regulation. 
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Considered in that light the method 
has little to command it. It might be 
possible to work out a single price in- 
dex for gas, electric, or other utilities, 
which would relieve a commission of 
the necessity of going through the 
“weighing” process. It might be pos- 
sible to develop a general index to the 
point where it would be no more open 
to the squabblings of litigation than 
any other “implement of appraisal,” 
and yet make no contribution to the art 
of regulation. 

For the function of the price index 
is to enable historical cost to be multi- 
plied into present cost without the ne- 
cessity of an appraisal. And the ac- 
curacy of a result obtained by multipli- 
cation depends as much on the figure 
that is multiplied as on the multiplier. 
Granted that one factor of the multi- 
plication may possess requisite accu- 
racy, what of the other? In this case 
what may be expected of the factor 
that is wittily called “historical cost”? 


HERE undoubtedly are instances 

where utilities’ books show the 
cost of property beyond difference of 
opinion, but only trusting souls make 
the assumption as an act of faith. As 
written up by competent operators his- 
torical cost contains some of the liveli- 
est jokes in the repertory of the ac- 
countant. Differences between actual 
and historical cost may be no trifles of 
48 per cent ; multiple, rather than frac- 
tional differences are the product of 
real inspiration. 

But with commissions prescribing 
classifications of accounts, isn’t it pos- 
sible to so supervise utilities’ account- 
ing that historians will be kept within 
the bounds of probability? It is pos- 
sible, but not through a direct super- 
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vision of accounting. One has only to 
consider the number of accountants at 
work for utilities to realize that the 
staff of a commission is inadequate to 
review their work—probably inade- 
quate to review the work of even a 
single large utility. 

There are various means of effect- 
ing a control, if not a supervision. The 
approximate appraisal, for instance, 
can be used to detect the amount by 
which historians have trifled with fact 
if the commission has taken the trouble 
to evolve a scheme of operation which 
will yield the necessary data. The ad- 
ministration of such a scheme requires 
an amount of work incompatible with 
much quasi judicial performance, but 
it can be done. 


B Rees is a starting point for the 
application of the price-index 
method, but there is no object in its 
application. Any commission which 
has substantiated figures for cost, year 
by year, has all the material and ability 
required to make appraisals with all 
practical accuracy on short notice. 
There is no object in securing by in- 
direction what can be secured directly. 

And if it be argued that tradition 
requires appraisals to be carried to me- 
ticulous detail in rate cases before com- 
missions, the answer is that practice 
before commissions is something 


within their own control. One com- 
mission wiped out both quasi judicial 
procedure and the so-called public util- 
ity expert by announcing that it had 
means of getting at the facts of a case 
which no expert, however competent, 
could be expected to possess. 

To those addicted to regulation by 
valuation, the price index method 
makes a special appeal in the case of a 
utility which does not buy in the open 
market, but deals with an affiliate out- 
side the jurisdiction of a state commis- 
sion. Such a case seems not only to 
justify the price index method, but to 
justify the use of an index of very 
general derivation. 


| Fein wad the complication 
presented by such affiliation re- 
quires special measures, but the price 
index method is especially inapplicable. 
Here again the criticism is not of the 
index itself, but of the base figure to 
which the index is to be applied. Ob- 
viously there can be no ready-made 
starting point for the application, if 
concealed intercorporate profits are to 
be added to what may ordinarily be ex- 
pected in historical cost. 

It is possible to get a starting point 
by analyzing non-competitive pur- 
chases into their components and by 
applying to the components the ordi- 
nary process of establishing reason- 


praisal requires a full chorus of experts, masters in their 


q “To develop the striking power of the litigation type of ap- 


respective fields. To reduce the performance to the scale of 
a duet is to rob it of whatever merit it possesses—a merit 
which appears in the histrionics of litigation rather than in 
the sober work of regulation. The widespread conviction 
that regulation has failed is a comment on the perfunctory 
application of the litigation method.” 
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able cost. It is possible to make an ap- 
praisal of property which has no mar- 
ket value: in fact it is not uncommon, 
even in ordinary cases, for a commis- 
sion to be called upon to test the rea- 
sonableness or some price apparently 
fixed by an open market. It is a rather 
strenuous performance, not to be un- 
dertaken lightly, but it can be done. 

But again, if a commission has the 
ability to make the determination for 
any one time, it has the ability to make 
it for any other, and the price index 
method becomes only a roundabout 
means to an end. 

And perhaps it is just as well that 
the problem of affiliates beyond the 
scope of regulation is not solved by 
half measures. 


D EVICEs for evading regulation are 


of long standing, but their dimin- 
ishing number reflects the progress of 


public opinion. What used to be con- 
sidered merely a business has come to 
be regarded as a public service. Forty 
years ago such institutions as “con- 
struction companies” were the rule. 
Now they are few, and fewer still are 
those which will refuse to open their 
books to a commission which com- 
mands respect. 

The exceptions which remain pre- 
sent an issue too fundamental not to 
be faced. The public may think of reg- 
ulation as autocratic, but authority ex- 
tends only so far as legislation. If our 
public utility legislation is so incom- 
plete that it can be rendered futile by 
some “‘little group of willful men,” it 
may be better to stop at the gap until 
legislatures are constrained to complete 
their work, rather than try to develop 
a procedure for dealing with a condi- 
tion which is repugnant to the ethical 
standards of the time. 





Stockholm’s Sporty Street Cars 


E may pride ourselves on our SILVER ZEPHYRS, GOLDEN 
CycLones, and other streamlined marvels of ultra- 


H 


tion : 
posal 
mitte 
futur 
trans 
Bonr 
Colu 
sent | 
cable 
clear 
exper 


modern passenger train service in America, but for pure razzle- 
dazzle on wheels, the palm goes to the Stockholm street railway 
company. American visitors to Stockholm upon leaving their 
hotels in the bright daylight of morning have been known to 
express audible surprise at the swift passage of sky-blue street 
cars and scarlet busses. 

But these radical Swedish paint jobs have apparently proven 
both profitable and popular. According to 1935 statistics, the 
Stockholm trolleys transported 135,800,000 passengers or some 
5,000,000 more than the preceding year. Busses with a patron- 
age of 39,000,000 picked up nearly 3,500,000 more passengers 
during the same period. 
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and 


By OWEN ELY 


Federal Condemnation of 
Power Lines 


OLDERS of utility securities in com- 

panies affected by TVA competi- 
tion are naturally interested in the pro- 
posal of the National Power Policy Com- 
mittee, headed by Secretary Ickes, for 
future rights to condemn private power 
transmission lines and substations in the 
Bonneville dam area adjacent to the 
Columbia river. Whether this will repre- 
sent a national policy—and hence appli- 
cable to TVA territory as well—may be 
cleared up by further recommendations 
expected to be issued shortly by the com- 
mittee . 

In the past TVA has met considerable 
legal opposition to its proposals to buy 
certain existing private properties, even 
without condemnation. How the govern- 
ment expects to override legal obstacles 
in applying the principle of “eminent 
domain” to properties already in oper- 
ation and under state regulation remains 
amystery. Possibly the administration is 
counting on a “rejuvenated” and sub- 
servient Supreme Court to sanction such 
a drastic policy—which, if applied to 
TVA, would doubtless make short work 
of claimed rights of security holders to 
which the Constitution is presumed to 
give some measure of protection. In due 
course the same program might apply to 
Grand Coulee and the huge St. Lawrence 
power development favored by the Presi- 
dent in connection with the proposed sea- 
way project. 

Of course, the owners of the properties 
would undoubtedly receive some com- 
pensation, but if this is to be based on 
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depressed security prices, or upon prop- 
erty values scaled down in accordance 
with “New Deal” ideas, security holders 
may prefer to take their losses and seek 
new fields of investment rather than en- 
dure a long-drawn-out legal battle during 
which market values would be still fur- 
ther depressed. 


oe Ickes committee has also indi- 
cated its support of the “yardstick” 
idea. In the Bonneville area, at least, the 
administrator would have broad authority 
to regulate (in his sales contracts) the re- 
tail rates at which power would be dis- 
tributed to the ultimate consumer. The 
Federal Power Commission would func- 
tion in a somewhat appellate capacity, 
having the power to approve and reject 
all rate schedules so made. Federal power 
would be sold under 20-year contracts 
with possible modifications every five 
years. 

Generally speaking, therefore, invest- 
ment circles are hoping that the principles 
proposed for operating Bonneville will 
not become a national policy, for such a 
policy would seem to give the adminis- 
tration carte blanche to establish a finan- 
cial dictatorship over private utilities. 


* 


Twin City Rapid Transit— 
A Successful Traction 
7 Twin City Rapid Transit Com- 

pany is one of the few important 
traction companies which have retained 
their independent local status and have 
come through the depression without 
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major financial difficulties. The director- 
ate is composed largely of prominent 
business men in St. Paul, and Minne- 
apolis, and the present management has 
guided the company successfully for a 
long period of years. 

The company controls (through sub- 
sidiaries) and operates the street railway 
system in the Twin Cities and vicinity, 
amounting to 473 miles of single track, 
under an indeterminate permit from the 
state. It also controls the Twin City 
Motor Bus Co., which operates extensive 
bus lines, and the Minnetonka and White 
Bear Navigation Co., which operates 
steamer lines and amusement enterprises. 

As of December 31, 1936, but giving 
effect to financing of January, 1937, sys- 
tem capitalization was as follows: 

Funded debt 

7% preferred stock 

(par $100) 


Common (no par) 


30,000 shares 
220,000 shares 


The earnings record over the past decade 
has been as follows: 


No. Times 
Charges Earned Per Share 
Earned Preferred Common 
$21.65 $2.00 
15.73 1.19 
8.06 14 
D #0 D 1.06 
1.36 Dy a7 
10.82 Se 
36.29 3.99 
39.49 4.43 
27.78 2.83 
42.42 4.83 


Calendar 


D—Delficit. 


T the recent stockholders’ meeting, 
President Strouse stated that mild 
winter weather had encouraged the use 
of automobiles so that gross revenues for 
the first two months of 1937 would be 
substantially below 1936. On the other 
hand, the severe winter of a year ago 
resulted in increased cost for snow re- 
moval so that the current drop in net 
revenue will not be as abrupt as the de- 
cline in gross. 

The company’s 1936 balance sheet 
showed cash of $2,053,397 and total cur- 
rent assets of $2,896,024, compared with 
current liabilities of $1,308,490. How- 


ever, cash had probably been conserved 
in connection with the January 15, 1937, 
maturity of St. Paul City Railway Com- 
pany Cable Consol. 5s (secured by a 
closed mortgage on the entire St. Paul 
street railway system), of which $2,208, - 
000 was paid and retired and $1,500,000 
extended on a 10-year serial basis at 
44 per cent. Since the portion of the issue 
extended was purchased and held in the 
treasury of the parent company the issue 
has practically been retired. It is not clear 
how the company obtained the necessary 
additional cash required to complete this 
transaction and maintain normal work- 
ing capital, but possibly bank loan was 
resorted to. 

Preferred dividends were paid unin- 
terruptedly from 1899 to early 1932, 
when they were discontinued. Fourteen 
dollars in back dividends was paid in 
December, 1936, leaving an accumula- 
tion of about $22 a share. Common divi- 
dends were paid without interruption 
during 1899-1931, a $6 rate having pre- 
vailed in 1910-17. 

The preferred and common stocks are 
both listed on the New York Stock Ex- 
change. The preferred, which sold at 107 
in 1928, dipped to 44 in 1933 but re- 
covered last year to 109 and is currently 
—ex., the $14 payment—at 84. The com- 
mon stock dropped from 78} in 1926 to 
14 in 1932, recovering to last year’s high 
of 174. It is currently around 14. 


¥ 


Decline in American Telephone 


Stock 


if Ges recent decline in American Tele- 
phone and Telegraph Co.’s stock 
from 187 to 1744, from which it has 
now recovered four points, occasioned 
some comment. According to The Wall 
Street Journal: 


American Telephone’s behavior in the 
market reflects its sensitiveness to the public 
hearings of the Federal Communications 
Commission being conducted in Washing- 
ton. Yesterday the company estimated that 
1937 net earnings of its long lines depart- 
ment will amount to $25,186,000 against $32,- 
419,000 in 1936, as a result of the rate cut 
of $12,000,000 which went into effect on 
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FINANCIAL NEWS AND COMMENT 


January 15th. This is not a particularly 
startling reduction in net income when ap- 
plied to a common share basis, amounting 
to 39 cents a share. However, these hear- 
ings from time to time tend to have an 
exaggerated effect upon the behavior of the 
stock. 
In a previous issue the paper stated: 
At current prices the stock is yielding 
over 5 per cent, which is regarded by in- 
vestment brokers as unduly high for the 
issue. As far as can be learned there is 
nothing in the offing to bring about the sell- 
ing although some brokers say that foreign 
selling of the stock follows the pattern of 
liquidation in gilt-edge stocks which Lon- 
don has been doing in expectation of higher 
money rates. 


It seems unlikely that the FCC will 
press for further toll reductions in the 
near future. The commission’s account- 
ant, Magnus Andersen, has estimated 
that the $25,186,000 earnings from long 
lines forecast for 1937 (based on new 
rates plus an estimated 30 per cent stimu- 
lus in the business) would equal a net 
return of 5.79 per cent on average gross 
plant investment and 7.68 per cent on net 
plant investment, comparing with 7.5 per 
cent and 9.76 per cent respectively in 
1936. Hearings in the telephone investi- 
gation have been adjourned subject to 
call by the chairman, and the main part 
of the investigation appears to have been 
completed. 


> 


Small V olume of New Financing 


HILE the announcement that the 
Treasury Department was plan- 
ning no important March 15th financing 
afforded some temporary stimulus to the 
bond market, the declining trend in prices 
has slowed the flow of new offerings to 
atrickle. The February holidays, afford- 
ing a favorite vacation period, were 
doubtless also a factor. In the week ended 
February 26th, bond offerings of all 
kinds amounted to only $18,615,000 and 
did not include any utility issues. In the 
previous week offerings totalled $22,561,- 
000 and included one small utility issue, 
$1,500,000 New Mexico Gas Co. first 
“A” convertible 5s of 1951 at 99. 
The Times’ price index for domestic 
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bonds now stands at 88.95, a new 1937 
low, which compares with the 1937 high 
of 90.74. Last year’s range was 84.37 
(in January) to 90.21 (October). The 
1932 low was 51.94. 

Evidently the investment bankers have 
decided to let the market recover from 
its “fit of nerves” resulting from the 
publicity which has attended Major 
Angas’ book “Coming Slump in Bonds” 
and the addresses or statements by Dr. 
Edie and several leading bankers. While 
it is possible that the bond market has 
now seen its highest levels for many 
years, the recent decline has been some- 
what rapid and at least a partial recovery 
seems likely due to the accumulation of 
institutional funds awaiting investment. 

The SEC registration calendar pub- 
lished by Dow Jones now includes the 
following issues: $1,000,000 Greenwich 
Gas Company first 4s of 1956; $130,- 
000,000 Philadelphia Electric Company 
first and refunding bonds of 1967; $7,- 
250,000 Southwestern Light & Power 
Company first “A” 4s of 1967 ; $14,200,- 
000 Iowa Public Service first 33s of 1967 
and $2,200,000 debenture 3-5s of 1938- 
47 ; $31,000,000 Detroit City Gas Com- 
pany first 4s of 1957 and $5,000,000 4 
per cent notes of 1938-47. Stock issues 
include: 22,000 shares Greenwich Gas 
Company preferred, 36,000 shares Kan- 
sas Pipe Line & Gas Company, and 164,- 
000 shares Panhandle Eastern Pipe Line 
Company. 

The important Philadelphia Electric 
Company issue is scheduled for March 
10th, the syndicate being headed by Mor- 
gan Stanley & Company, Inc. No date 
appears in the calendar for the Detroit 
City Gas Company financing which is to 
be handled by Dillon Read & Company 
and Mellon Securities Corp. 


* 


Corporate News 


o Federal Power Commission has 
postponed indefinitely the joint 
hearing with the Pennsylvania Public 
Service Commission to investigate nu- 
merous servicing companies in the Asso- 
ciated Gas & Electric System. 
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Peoples Gas Light & Coke Company’s 
chairman has stated that while he hopes 
for favorable action on dividend re- 
sumption before the end of the year, di- 
rectors “must give serious weight to the 
two important subjects of increased rates 
and proposed new taxes before finally 
determining upon any dividend policy.” 

North American Company, as antici- 
pated, has filed notification of registration 
with the SEC as a holding company 
under the Public Utility Act of 1935. 

Louisville Gas & Electric Company 
was perhaps more seriously affected by 
recent flood conditions than any other 
local utility. Service was curtailed dur- 
ing February, and full resumption may 
be delayed for some time. 

Federal Water Service Corporation is 
seeking dismissal of a suit brought by a 
stockholder against the company, Cen- 
tral Hanover Bank & Trust Company, 
the Chase National Bank, and others, for 
an accounting of transactions between 
the company and the banks in 1932. Both 
banks have issued statements, that of 
Central Hanover indicating that the 
utility company had gained an advantage 
on the transaction amounting to over 
$500,000. 

According to the New York Journal 
of Commerce, Standard Gas & Electric 
reorganization plans are expected to be 
officially announced within the next 
sixty days. 

> 


Selling “Electric Homes” 


A’ the editor of the Annalist recently 
pointed out, there seems to be a 
limit to the stimulus afforded to sales of 
domestic electricity through rate cuts; 
hence the necessity of continued aggres- 
sive sales campaigns to stimulate use of 
electric equipment. The country’s most 
completely electrified home—erected at a 
cost of $150,000 in Iowa, not New York 
—is equipped with all imaginable electri- 
cal devices of proven character, as re- 
cently described in American Magazine. 
The average citizen cannot afford such 
luxury, although the designer and owner 
believes that new homes of average cost 
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can be similarly equipped at reasonable 
expense. 

Certainly there is much to be said in 
favor of indirect lighting, controlled 
automatically by the “électric eye,” to 
supplement daylight, individual room 
thermostats to regulate temperatures to 
suit special uses, radio outlets with re- 
mote control for each room, etc. These 
steps will doubtless come in the future. 
For the present the extension of the 
household use of electricity takes the 
form of the “packaged appliance.” The 
following is quoted from Barron’s: 


New development in the electrical-ap- 
pliance field is the complete electrical home 
—General Electric was its first sponsor. 
Kelvinator steps into the picture in a big 
way this year with the Kelvin Home. 
Twenty-five of these experimental homes 
were built last year in Detroit—they cost 
not more than $7,500, and include air-condi- 
tioning, electric refrigeration, cooking, and 
laundry equipment. Free plans are to be 
offered the consumer this year in an exten- 
sive advertising campaign. 

Another trend is toward the complete 
electric kitchen, currently offered by G. E. 
and Westinghouse who alone make com- 
plete lines of equipment. But smaller elec- 
trical manufacturers are even buying cer- 
tain items from the larger companies to 
round out their lines, so important do they 
regard this new merchandising develop- 
ment of the “packaged appliance” idea—an 
entire electric house or an electric kitchen 
in one sale. 

It all springs from the fact that the mar- 
ket for standard appliances is already, or 
shortly will be, pretty well developed. 
Future volume must come more largely 
from luxury appliances such as dishwashers, 
ironers, etc.—items more easily sold in a 
group than piecemeal. And in addition, the 
new home market is to be considered, where 
a complete electrical kitchen helps the 
speculative builder no end in making a sale. 
This development, in turn, may mean bigger 
profit margins for the electrical appliance 
manufacturers, for prices on these new com- 
plete equipment units probably will be less 
standardized, while selling overhead per 
dollar of sales will be smaller. 


> 


December Earnings Statements 


MERICAN Gas & Electric Company 

in the year ended December 31, 
1936, reported earnings of $33.79 per 
share on the preferred stock against 
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$29.96 in the previous year ; on the com- 
mon stock $2.20 against $1.87. 

President Tidd indicated in the report 
to stockholders that flood damage was 
not very great except for interruption to 
business. Output for 1937 was said to be 
about 10 per cent ahead of 1936, despite 
recent handicaps. Public relations were 
said to be excellent, particularly in view 
of the fine service rendered during the 
flood crisis. 

Columbia Gas & Electric Corporation 
in the twelve months ended December 
31st earned $13.50 a share on the pre- 
ferred stock, compared with $12.19 in 
1935; on the common stock, 53 cents 
against 43 cents. The charge for depre- 
ciation and depletion was increased by 
nearly $2,000,000, amounting to 11.3 per 
cent of gross compared with 10.4 per 
cent in 1935. For the quarter ended 
December 31st, 21 cents was earned on 
common, against 15 cents in the same 
quarter of 1935. 

Pacific Lighting Corporation in the 
year ended December 31st earned $37.72 
per share on the preferred stock, com- 
pared with $41.62 in the previous year; 
on the common stock, $3.88 against $4.35 
(preliminary report). Despite an increase 
in gas sales of some 500,000,000 cubic 
feet for domestic and commercial con- 
sumers, voluntary rate deductions re- 
sulted in a net decrease of $460,000 in 
revenues ; larger wholesale and industrial 
sales more than offset the loss, the gain 
in total revenues amounting to about 2 
per cent. 

United Gas Improvement Company 
earned $36.62 per share on the preferred 
stock, compared with $36.25 in 1935 
(corporate basis) ; $1.04 was earned on 
common against $1.03. 

Brooklyn Union Gas Company in the 
calendar year 1936 earned $3.02 per 
share, compared with $3.63 in the pre- 
vious year. Revenues decreased slightly 
(after deducting amounts held in sus- 
pense) and expenses gained. 


| T bppsions Light, Heat & Power 
earned $1.75 per share, the same 
as in the previous year. 

Shawinigan Water & Power Company 
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in the year 1936 earned $1.08 per share, 
against $1.21. Depreciation was increased 
50 per cent, which accounted for the de- 
cline in net. 

El Paso Natural Gas Company and 
subsidiaries in the year ended December 
31, 1936, earned $1.76 per share on the 
common stock, of which 548,679 shares 
were outstanding following the capital 
readjustment. Net income before pre- 
ferred dividend requirements increased 
about 155 per cent as compared with 
1935. 

Federal Light & Traction Company 
and subsidiaries for 1936 earned $2.61 
a share on the common stock, compared 
with $2.24 in 1935. In the December 
quarter, however, earnings were slightly 
lower, amounting to 67 cents compared 
with 70 cents. Depreciation was increased 
substantially in 1936 but still amounted 
to only about 6.6 per cent of gross 
revenues. 

Federal Water Service Corporation 
and subsidiaries (exclusive of Southern 
Natural Gas Company) reported net in- 
come for 1936 of $1,034,039, a gain of 
about 110 per cent over the previous year 
(although gross gained only 6 per cent). 
The increase in net was largely due to 
a gain of $418,563 in other income, ob- 
tained largely from increased dividend 
and interest payments received from the 
controlling interest in Southern Natural 
Gas Company. 

Consolidated Edison Company of New 
York and affiliated companies reported 
net income for 1936 equal to $2.33 per 
share on the common stock, compared 
with $2.00 a share in the previous year. 
For the three months ended December 
31st, 62 cents was earned against 51 
cents, indicating a somewhat larger rate 
of gain in the final quarter as compared 
with the preceding nine months. In- 
creased net was due largely to savings 
from refunding operations. New York 
Steam Corporation, controlled by Con- 
solidated Edison but reporting separate- 
ly, earned 60 cents a share on the common 
stock compared with 41 cents in 1935. 


Cae Edison Company, 
possibly the first large company to 
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report 1937 results, earned $1.12 a share 
in January compared with 67 cents in 
the same month of 1936. Public Service 
Company of Northern Illinois earned 71 
cents a share, compared with 52 cents 
last year. The two companies (to be 
merged) are planning to spend about 
$24,500,000 for new facilities this year, 
which is considerably larger than pre- 
vious estimates. Stockholders authorized 
$80,000,000 in refunding operations, at 
an opportune time. 

According to The Journal of Com- 
merce, earnings of Electric Power & 
Light Corporation for the twelve months 
ended December 31, 1936, were about 
60 cents per share on the common stock 
compared with 64 cents for the twelve 
months ended November 30th. The de- 
cline was attributed to year-end adjust- 
ments including the surtax on undistrib- 
uted earnings (the company did not make 
any declaration on accumulated preferred 
dividends). 

Chicago Rapid Transit Company re- 
ported a net loss of $3,240,175 for 1936 
compared with $2,910,527 in 1935, de- 
spite a larger number of passengers. 


Gains in Electric Output 
Off Slightly 


HE Wall Street Journal compiles 

weekly figures showing the per- 
centage change in electric output, as com- 
pared with the previous year, for 19 
major systems representing over 90 per 
cent of the industry. While these figures 
do not accurately forecast the trend of 
gross revenues, since fluctuations in out- 
put of industrial power are probably less 
important from a revenue standpoint than 
changes in domestic load, nevertheless, 
the results are of interest as reflecting 
trends. The accompanying table indicates 
that the recent strike of General Motors’ 
employees had surprisingly little adverse 
effect upon Detroit Edison—although the 
jump in the percentage to 33.7 per cent 
for the week ended. February 20th indi- 
cates a sudden increase in industrial load 
following termination of the strike. The 
poor showings made by Southern Cali- 
fornia Edison and Pacific Gas & Electric 
are of interest as apparently reflecting 
introduction in this territory of competing 
government power from Boulder dam. 
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What Others Think 





Will Government Publicity Become Lobbying 
at the People’s Expense? 


OTWITHSTANDING the Federal 

Trade Commission strictures con- 
cerning the rather profuse publicity 
practices of the electric power industry 
some years ago, there is nothing inher- 
ently vicious—certainly nothing illegal 
—about blowing one’s own horn for 
business purposes, provided, of course, 
one has the money to pay for the horn 
and gives accurate notice of the source— 
to avoid the terrible charge of “propa- 
ganda.” One might question the good 
taste or good sense of tiresome plugging, 
but inasmuch as the bulk of us are not 
compelled to read it or even listen to it 
on the radio, most of us dismiss it chari- 
tably as being, at least, “probably good 
for the business.”’ After all, press agents 
must eat as well as the rest of us. 


When the various divisions of the 
Federal government set out, however, 
to do extensive publicity, two new fac- 
tors invite some consideration. First 
of all, the Federal government is in a 
perfectly fine spot for free publicity. 
The same kinds of “handouts” that 
fall like autumn leaves into the city 
editor’s waste basket, if issued by a 
private commercial company, are fre- 
quently printed as editorial text when 
they are sent out under a government 
frank. About the only way private com- 
mercial companies could get such in- 
information printed would be at regular 
space rates in the advertising section, 
which fewer persons would read. No- 
body blames the various Federal 
agencies for taking the full benefit of 
their natural publicity advantages. It is, 
however, bound to cause some annoy- 
ance to private competitors, now that the 
government is going into various lines 
of commercial enterprise, such as hous- 


ing, insurance, electric power, fertilizer 
production, etc. 


HE second point to be considered is 

the fact that the actual cost of gov- 
ernment publicity (whatever it may 
amount to) must be paid, through taxes, 
by the people. As government publicity 
is issued, theoretically at least, to “sell” 
some service or idea to the people, this 
amounts to making the people finance 
the sales efforts by which they are sold 
(or not sold). : 

Of course, it may be argued that the 
same thing happens every time one is in- 
fluenced by advertising to buy a tooth 
brush or a motor car. The buying public 
absorbs the cost of the publicity in their 
sales. But that situation is not entirely 
analogous. We don’t have to buy tooth 
brushes. It is up to the manufacturer to 
convince us that the tooth brush is worth 
the price to us, including the cost of the 
publicity. If he fails, he goes to the wall. 

3ut we have to pay taxes. If the gov- 
ernment publicity men fail to convince 
the people, well—we go right on paying 
taxes. Some years later we may, by our 
vote, indicate to the government that we 
haven't been sold ; but we’ll never get our 
tax money back. 

It must be conceded that some forms 
of governmental publicity are not only 
justifiable but absolutely necessary, 
under a truly democratic form of gov- 
ernment. How else could the people 
know what the different bureaus are for 
and how they are performing? One dif- 
ficulty is that this form of bureaucratic 
endeavor, like every other form, has a 
tendency to grow like Topsy. The recent 
report of the President’s committee on 
reorganizing different bureaus showed 
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much evidence of overlapping, duplica- 
tion, and lack of codrdination between 
the publicity bureaus of the different de- 
partments. What else could we expect 
when nearly every petty agency has its 
own “press section” in addition to the 
occasional “releases” of individual offi- 
cials? That was principally the reason 
for the Presidential committee’s pro- 
posal to have all government publicity 
funnel through a central publicity 
bureau. 


ea touching on the merits of 
that particular proposal (which 
Washington newspaper men are finding 
very debatable), it is interesting to note 
how government publicity naturally 
overflows the boundaries of purely of- 
ficial information. 

Take the U. S. Social Security Board, 
for example. Rumor has it that this 
bureau has forty-odd employees engaged 
in publicity work of one kind or another. 
It is only to be expected that if such a 
corps were worth its salt at all, it would 
find difficulty occupying itself solely with 
the cold routine of official information. 
When these thin sources of publicity are 
exhausted, what would be more natural 
than that an imaginative publicity expert 
would try his hand on a “human interest” 
angle? 

Here is a passage from one specimen, 
sent out by the Social Security Board 
“for release in afternoon newspapers of 
Tuesday, January 19, 1937”: 


The Smiths once more have proved their 
numerical leadership by being the most fre- 
quent of all the names among the millions 
of wage earners who will have social secur- 
ity accounts for participation in the Federal 
old-age benefits program, the Social Secur- 
ity Board announced today in stressing the 
importance of assigning a specific number 
to the account of every worker. 

Preliminary estimates, the Board states, 
indicate that ten names—the Smiths, the 
Johnsons, the Browns, the Williamses, the 
Joneses, the Millers, the Davises, the Ander- 
sons, the Wilsons, and the Taylors—will 
constitute more than 1,500,000 of the total 
number of workers who will participate in 
the Federal old-age benefits program. 

The Board’s wage records office is setting 
up accounts for approximately 294,000 
Smiths, 227,000 Johnsons, and 164,000 
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Browns. These are followed closely by the 
Williamses with a total of 156,000; the 
pone, 147,000; the Millers, 137,000; the 

vises, 123,000; the Andersons, 115,000; 
the Wilsons, 96,000; and the Taylors, 81,000. 

If numbers for the accounts were not 
used, it would be necessary to obtain elabo- 
rate information about each worker on every 
wage report to insure accuracy in recording 
wages, the Board states. The use of the 
number makes the maintenance of such a 
vast system of accounts practicable and per- 
mits the use of an application blank asking 
for only simple information. 


ND so that, fellow citizens, is why the 
Social Security Board has to use 
numbers instead of names in filing em- 
ployee records. Rather cute, isn’t it? 
The sedate New York Times has a bit of 
dignified editorial fun with this par- 
ticular release. It stated: 

These ten leading families of America, as 
they stand in the Social Security Board's 
lists—not to be confused with the Social 
Register—are seemingly all of Anglo-Saxon 
origin, if the Celtic blood in Jones, Wil- 
liams, and Davis will not insist on narrow 
technicalities. But one cannot be really sure 
until we know whether or not the Social 
Security Board has assimilated the Miillers 
to the Millers, the Schmidts to the Smiths, 
the Brauns to the Browns, and the Scandi- 
navian Johnsons to the Johnsons of British 
origin. 

This also leaves out of account the Smiths 
who were originally Cohen and the John- 
sons nee Russo. But there’s no use rushing 
into a statistico-ethnical jungle where even 
the trained professors watch their step. 


Speaking of government publications, 
however, the Times went on to recall the 
objection of Senator Vandenberg of 
Michigan to the annual report of the Re- 
settlement Administration (which retails 
at $1.07 per copy). He thought that by 
doing without color plates, the report 
might have been produced at more 
popular prices. The Times pointed to the 
distinction between government publica- 
tions which pay their own way through 
retail sales appeal, and those which bur- 
den the general taxpayer. The editorial 
stated : 

On the other hand, it is plain that ex- 
pensive government printing is not too ex- 
sive if it stimulates the citizen’s interest 

in his government. Some years ago it was 


suggested that the Congressio Record 
print pictures to win a larger public, The 
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plan came to naught. Perhaps it was soon 
realized that not even a collection of bath- 
ing-beauty pictures could render attractive 
the standard product of congressional 
oratory. 

The idea of making the story of govern- 
ment attractive to the citizen is a sound one. 
Many people would broaden the income tax 


to get him interested is heroic treatment. 
Most of us would rather have our interest 
roused by paying $1.07 for a handsomely il- 
lustrated Resettlement Administration re- 
port than by paying $10 to the Internal 
Revenue man. 


Ci Resettlement publication 


base so as to take in many million more (which, incidentally, had a run of 


taxpayers. Even if they paid a very small iy lebih . . 
sum, it would make them interested in the OV& 250,000 copies ) aroused interest in 


way their taxes are spent. But taxing a man Uncle Sam, publisher, on more than one 
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front, however. Dorothy Thompson, 
well-known columnist of the New York 
Herald Tribune, took occasion to point 
out that mere cost might be a trivial con- 
sideration compared with the propa- 
ganda possibilities of government pub- 
licity efforts. Government propaganda, 
she declared, does not stop with mimeo- 
graphed handouts or printed reports. 
She explained : 


A stunt of the commercial press agents 
has long been to interest special writers, 
whose names carry weight, in the com- 
mercial projects which they represent, and 
offer such writers free trips, hotels, auto- 
mobiles, and other perquisites to make “in- 
vestigations” and write articles, which are 
then sold through normal channels to maga- 
zines and newspapers and appear as com- 
pletely disinterested reports. 

Special writers who are known to be 
favorable to the administration have been 
offered opportunities to get “on the inside” 
on special stories. They have been invited 
to accompany commissions, been given ac- 
cess to all sorts of privileged material and 
otherwise aided in earning their livings. 
Those who have been critical have found 
the doors slammed. 


Miss Thompson went on to tell of her 
own experiences as a reporter in trying 
to obtain unbiased factual information 
about some of the projects so charming- 
ly depicted in the color plates of the re- 
settlement report. She stated: 


Some months ago the New Jersey gar- 
ment workers’ housing project was so sur- 
rounded by guards that I, visiting it, had to 
use the utmost cajolery to be allowed to 
see one of the houses. A few weeks later I 
went a quarter of the way across the coun- 
try, at my own expense, to visit a suburban 
project near Cincinnati, and met the same 
difficulty. There it stood, open to the four 
winds and partly completed, but a very icy 


gentleman barred my way from even walk- 
ing through the streets. But at the gate I 
was handed a handsome little brochure, de- 
scribing the whole thing in glowing terms 
and containing photographs which presented 
the project as though it were practically 
completed and the houses ready for oc- 
cupancy. 

I see no reason on earth why press agents 
and promotion experts should be attached to 
a relief administration. Certainly it is not 
necessary to advertise Santa Claus to the 
relief clients. They will find the place with- 
out any high-pressure salesmanship. And 
why must it advertise itself to the taxpayer? 
He has to pay, anyhow, whether he likes it 
or not. 

There is nothing in any democratically 
governed country to compare with what is 
going on here. We have been accustomed to 
seeing the people lobby the government, but 
it is a new thing to see the government lobby 
the people, with the people’s money. 


We after all, “to the pure of heart, 
all things are pure.” After all, 
what’s wrong with a lobby “of the peo- 
ple, by the people, and for the people”? 
What’s wrong with propaganda as long 
as it is in the “public interest”? Doesn't 
Miss Thompson know that it is only 
when lobbies and propaganda are used 
by Big Business that they become 
wicked? The assassin’s dirk becomes the 
Sword of Righteousness when used for 
the just cause. Even a blackjack can be- 
come a yardstick in the hands of the 
people’s tribune. 
—M. R. KynastTon. 


Press Reease. Social Security Board. No. 
276. January 19, 1937. Washington, D. C. 


Topics OF THE TirMEs. Editorial. The New 
York Times. January 21, 1937. 


Our Usiguitous Pusticity Mitt. By Dorothy 
Thompson. New York Herald Tribune. 
January 20, 1937. 





The Engineers 


Oy with the current interest 
in the 1936 annual report which the 
Tennessee Valley Authority recently 
made to Congress and the report of al- 
location of power costs, and other costs 
which TVA was supposed to make to 
Congress (but had not up to the time of 


Look at TVA 


this writing), some attention might well 
be given to a somewhat different kind of 
report on TVA operations made in the 
form of a series of five articles appearing 
in the Engineering News-Record. This 
series of articles was distinctive, not only 
by reason of the fact that it was the work 
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of independent authorship—which is to 
say authorship of those not employed 
in government service—but also because 
it stressed the technical or engineering 
approach in a manner at once simple and 
uncommon. 

Unfortunately, the individual author 
or authors were not named, so that the 
articles were presumably prepared by the 
well-qualified staff writers of Engineer- 
ing News-Record. In any event, it is a 
relief to read the articles by reason of the 
fact that they were clearly written in a 
spirit of quiet, honest inquiry, and not 
under the tension of partisan atmosphere 
which marks most of the writings about 
TVA. 

Space forbids here a duplication or 
even the briefest digest of the various 
points covered in the series. However, 
any such effort in the direction of a 
short cut would be a sorry substitute 
for the reading of the articles them- 
selves. Therefore, a bare recital of the 
topics covered in the instalments must 
suffice: (1) a discussion of the problems 
of river development and control pre- 


sented by the Tennessee and of past and 
present efforts to solve them, with some 
description of the scope and cost of such 


activities ; (2) an analysis of water con- 
servation and flood control problems of 
the river itself; (3) a study of naviga- 
tion and power problems and what the 
TVA is doing about them; (4) a de- 
scription of erosion control, fertilizer 
production, and other agricultural as- 
pects of TVA activity; (5) a discussion 
of what TVA has accomplished to date 
and its probable value in the future, not 
only in providing a return from its own 
investment, but in throwing light on 
river development elsewhere. 


UMMING up the series editorially, the 
Engineering News-Record states: 
Opinions disagree, and disagree violently, 

on whether the experiment in progress down 
in the valley of the Tennessee is good or 
bad. They differ according to individual 
views of the motive and the purpose of the 
experiment. But there is no such room for 
difference of view as to the physical nature 
of the experiment; as outlined in the series 
of articles concluded in this issue, the Ten- 
nessee Valley Authority’s undertaking con- 
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sists of controlling and developing the river 
to give protection from its destructive 
actions and to utilize its resources as fully 
as possible. 

A like piece of pioneering in development 
of natural resources has not been witnessed 
since Federal reclamation was begun, nearly 
thirty-five years ago. The TVA is making 
the first attempt to develop a large river 
comprehensively, and the importance of this 
attempt lies in the very reason that made 
prior attempts impossible—the fact that no 
one person, group, or community was suff- 
ciently concerned in more than a single 
phase of control or development for a com- 
prehensive undertaking. 

What has the TVA done for the Ten- 
nessee valley? What has it done to estab- 
lish principies and procedure that will apply 
to other stream-basin development? These 
questions are in order now that the TVA 
has been at work nearly four years and has 
spent its first hundred million. 


The editorial goes on to state that the 
results so far accomplished for the 
Tennessee valley itself are undoubtedly 
extensive in terms of permanent value. 
TVA has made a good beginning for a 
planned navigation and flood control 
system, for water conservation and 
power production. It is studying soil 
conservation intelligently and has awak- 
ened the valley to the practicability of 
more modern farming methods and 
sounder economic practices. This work 
is, of course, as yet incomplete. It has 
not yet been shown how the new power 
to be created can be fully and economi- 
cally utilized and codrdinated with ex- 
isting sources of supply. 


ERMANENT soil conservation has not 

been proven, nor the outcome of 
subsidized agriculture definitely ascer- 
tained. Furthermore, according to the 
News-Record, general participation of 
the valley’s people and institutions in the 
work of the TVA has not yet been ac- 
complished, and, finally, the TVA has 
failed to develop a plan or program of 
its own operation, three separate phases 
of which (cultural, agricultural, and 
power) must be worked out. However, 
the editorial observed: 


But though the work is incomplete, the 
valley may justly take pride and satisfac- 
tion in it. Whether the accomplishment to 
date is worth the hundred millions spent, 
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and whether any large national benefit will 
be derived from the expenditure, is any- 
body’s guess. 

As to the value of the TVA’s work in 
showing how basin-wide stream develop- 
ment can be carried out elsewhere the 
answer is less satisfactory. It has shown 
that the technical problems of such work 
can be solved .. . rapidly when the work is 
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entrusted to able men with adequate au- 
thority. But the questions which it has not 
answered are more weighty. 

It has not shown that regional codpera- 
tion can be secured. It has not proved that 
comprehensive river development is eco- 
nomically justified or is a wise thing to 
undertake. And as for the next necessary 
step, that of creating the necessary systems 
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of organization, finance, and administration 
for carrying on a comprehensive basin- 
development enterprise, it has neither pre- 
sented a model nor even explored the prob- 
lems involved. What the TVA has done, 
therefore, is of little effect in demonstrating 
either the local or national value of stream- 
basin development and lays no foundation 
for a future stream-development policy. 

The picture drawn is of necessity incom- 
plete, and in so far as it is unfavorable the 
blame rests more on Congress and the 
President than on the Authority. The 
problem and the task assigned to the Au- 
thority are of huge proportions, probably 
much larger than anyone foresaw; fore- 
sight was limited because the work was 
started as an unemployment relief project 
and because it was intended to produce a 
power yardstick. In the light of today the 
undertaking obviously was too vast to war- 
rant one in expecting more than a begin- 
ning. Even so, the results might be more 
convincing if, ‘simultaneous with construc- 
tion, a thorough study of the economic, ad- 
ministrative, financial, and sociai phases of 
river development had been begun. 


yp oe some of the outstanding 
shortcomings in TVA performance 
trace back to the failure of basic legisla- 
tion to require substantial local partici- 
pation. Other shortcomings proceed 
from the failure of the TVA board it- 
self to act as a unit. The News-Record 
deplores as especially unfortunate the 
2 to 1 split in its membership that dates 
back to its early days, and resulted in 
such regrettable incidents as that in 
which part of the board knew nothing 
of the power rates promulgated by TVA 
until they were published in the news- 
papers. The editorial added: 


Underlying this administrative lack of 
harmony as well as the weakness of the 
basic legislation is the fact that certain 
elements in the government have no other 
aim than to set up a public power system 
without regard to whether or not it is placed 
on a business basis or is logically related to 
other phases of stream development. Had 
power from the beginning been made inci- 
dental to stream development, as it is in fact 
and in law, the project might present a far 
different picture today. The result is the 
more regrettable because a definite, busi- 
nesslike policy on power would have cleared 
the situation for the Tennessee valley and 
for all other comprehensive stream-basin 
undertakings that may be found necessary. 


Looking over the three and one-half 
years of TVA operations, the News- 
Record concluded that TVA has made 
a remarkable record in dam building and 
hydrologic planning, but that as an 
agency for broad regional development 
its accomplishments are “disappointing” 
and its work is of little use as a guide 
to the planning of like regional develop- 
ments elsewhere. In other words, the 
News-Record believed that the outcome 
and lessons of the Tennessee valley ex- 
periment are as problematic as they 
were on the day TVA was established, 
and no one can yet say that the hundred 
million of public money spent on it is a 
good national investment. 


—E. S. B. 


THE TENNESSEE VALLEY EXPERIMENT. Series 
of five articles in successive issues of 
Engineering News-Record, beginning De- 
cember 3, 1936, through December 31, 1936. 


EXPERIMENT AND Resutts. Editorial. Engi- 
neering News-Record. December 31, 1936. 





High Dams vs. Low Dams 


OUR years ago, the New Deal pushed 
the Federal government into an ex- 
tensive program of power production 
as an “emergency relief” proposition. 
Today the New Deal, flushed with over- 
whelming public endorsement, weighs 
the desirability of thrusting the Fed- 
eral government into the construction of 
power producing projects on an even 
greater scale, but this time in the name 
of “flood relief.” The recent report of 
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the Natural Resources Committee sug- 
gesting the creation of “authorities” for 
every main sectional watershed in the 
country, and the recent flood disasters in 
the Middle West, have served to stimu- 
late congressmen to break forth with a 
rash of bills to set up new authorities 
throughout the United States. 
Unfortunately for the smooth sailing 
of these pet projects, the movement ran 
head on into a schism which had de- 
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veloped within the ranks of the New 
Deal as early as 1935 and separated gov- 
ernment project advocates largely into 
the high dam school and low dam school. 
The latter was ably represented by 
former Rural Electrification Adminis- 
trator Morris L. Cooke who agitated 
most effectively and rationally for what 
he called a “little waters” movement. 
The best way to stop floods and at the 
same time aid forestation and check ero- 
sion is by taking care of the streams in 
the uplands near the sources. By a series 
of small ponds and check dams, accord- 
ing to the view, the rain water would 
stay on the land longer, travel to the 
sea more slowly, and take less soil along 
with it, not to mention stimulating richer 
plant growth en route. 

But alas for the “little waters” move- 
ment, a great number of small dams 
in remote highlands would be too far 
removed from appreciative local con- 
stituencies, and not sufficiently tangible 
and grandiose to recommend it to the 
more pork hungry congressmen. Worst 
of all, in the eyes of the antiutility state- 
men, such a program would involve com- 
paratively little power production and 
even that would be generally removed 
from the more profitable urban area 
markets. 


Ses we hear such redoubtable foes 
of the Power Trust as Representa- 
tive John E. Rankin, of Mississippi, 
thunder against this heresy of little 
picayunish hill-billy dams that would 
snatch the last government kilowatt 
right out of the mouths of the poor (and 
franchised), so to speak. Addressing 
the House recently, Mr. Rankin stated: 


These authorities should work out such 
a system of high dams, locks, levees, and 
spillways as would provide the greatest 
measure of flood control, improve naviga- 
tion, and generate the maximum amount of 
electric energy to be supplied to the people 
within the distribution area at the lowest 
possible rates. No low dams should be built 
at all. They should be sufficiently high to 
impound large heads of water in order to 
hold back the floods and to supply water for 
the generation of the maximum amount of 
electricity throughout the entire year. 

By a codrdinated system of control of all 
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the locks and dams and spillways on these 
streams, their floodwaters could ‘. managed 
in such a way as to prevent disastrous floods 
along these tributaries, or the synchroniza- 
tion of their flood crests, and thereby protect 
the lower Mississippi from overflows in the 
years to come. 

In the past this program has been ob- 
structed by the opposition of private power 
companies to the building of high dams, 
which they feared would result in the gen- 
eration of electric energy to be distributed 
to the people of the nation at reasonable 
rates. The result is that we have some of 
our streams cluttered up with low dams that 
are practically worthless, so far as flood 
control is concerned, and that prevent the 
use of impounded water for the generation 
of electric power. 

This mistake must be avoided in the fu- 
ture. I, for one, am willing to go the full 
limit, and I believe my colleagues in the 
House who agree with me on the power is- 
sue are willing to go the limit, toward the 
construction of high dams for the control of 
these floods and the promotion of naviga- 
tion, provided the waters of these streams 
are used for the generation of electricity to 
be supplied to the American people at rates 
based upon the cost of production and dis- 
tribution. 


NFORTUNATELY, it was about this 
time that Mr. Cooke, chief advo- 
cate of the “little waters” movement, de- 
cided that REA was big and strong 
enough now to get along without his aid, 
and his thoughts turned to a long de- 
ferred vacation. Thus we do not have 
the benefit of Mr. Cooke’s reaction to 
Representative Rankin’s attack. But 
Editor Raymond Moley of Today maga- 
zine, who was once known as a Brain 
Truster back in the old days of the New 
Deal, sprang to the breach with an edi- 
torial sermon on low dams and high dams 
which concluded in effect “a plague on 
both your houses.” Dr. Moley’s principal 
objection was to the common practice of 
assuming that the same dam can be used 
for flood and navigation control, power 
production, and irrigation, not to men- 
tion providing highway bridges, in some 
cases. He stated: 
What of the plan of combining flood-con- 
trol reservoirs with power generation? Well, 
a flood-control reservoir is most useful when 
it is empty. If it is full when the floods 
come down, what good is it? Power genera- 


tion, on the other hand, demands an even 
flow of water; there must always be a cer- 
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tain head of water behind the dam. Now, 
sometimes a power dam can be built on top 
of a flood-control dam, so to speak. Once in 
a while, that will be economical, but usually 
a separate dam further upstream and utterly 
inadequate to regulate the flow of the river 
will be a much cheaper source of power. 

The “little waters” idea also has its merits. 
Many little streams probably ought to be 
dammed for local benefit. But what is done 
along this line within the next hundred years 
can scarcely add up to enough to insure the 
safety of Cincinnati, Louisville, Cairo, or 
the Yazoo Delta. To detain the rainfall of 
the Ohio and Mississippi valleys in sufficient 
quantities to prevent floods would simply 
mean the conversion of millions of acres 
into ponds for part of the year and soggy 
marshes the rest of the time. 

The blunt truth is that complete flood pre- 
vention is not economically feasible. Even 
flood control has to be a compromise. The 
rainfall of 41 per cent of the United States 
and 13,000 square miles of Canada has to 
flow down the Mississippi. It has to have 
room. 


n short, the multiple purpose dam en- 
I thusiasts want to use the water and 
hold it too, so to speak. Dr. Moley, re- 
searching the subject, observed that De 
Soto has left us the chronicle of a great 


flood on the lower Mississippi in 1543, 
long before the first ring of the ax de- 
noted the advent of the timber barons 
who have “denuded” our protective for- 
est covering. He recalled that there were 
numerous great floods in the eighteenth 
century, and concluded that 400 years 


of river history prove that “if we re- 
stored the country to the condition in 
which the white man found it we should 
still have floods.” Of course, modern 
floods cause more damage than floods 
back in days when fretful Indian tribes 
merely moved their tepees back up-coun- 
try and grunted at the swirling torrents 
the Indian version of “Roll on Missis- 
sippi, Roll on!” Teeming cities now 
crowd the banks. 

And speaking of songs, it is small 
wonder that a restless Washington news- 
paper man, lolling in the House gallery 
under the spell of oratory such as that 
quoted above, recently turned out, for 
his own amusement, the following new 
verse for an old Scotch ballad: 

You take the high dam, 


And I’ll take the low dam; 
And I'll be in Congress before you! 


But your plan and my plan 

Will never stop a flood— 

On the bonny, bonny, banks of Loch 
Lomond! 


I* this connection it might be of some 
interest to recall a message of Presi- 


dent Roosevelt to the 74th Congress, 


with which he transmitted the original 
“Little Waters” report. Date: January 
30, 1936. The President’s message said 


in part: 


We have grown accustomed to dealing 
with great rivers, with their large problems 
of navigation, of power and of flood control, 
and we have been tempted to forget the lit- 
tle rivers from which they come. The re- 
port points out that we can have no effective 
national policy in those matters, nor in the 
closely related matter of proper land uses, 
until we trace this running water back to its 
ultimate sources and find means of control- 
ling it and of using it. 

Our disastrous floods, our sometimes al- 
most equally disastrous periods of low wa- 
ter, and our major problems of erosion, to 
which attention has been called by the re- 
ports of the National Resources Board, the 
Mississinni Valley Committee, the Soil Ero- 
sion Service, and other agencies, do not 
come fullgrown into being. They originate 
in a small way, in a multitude of farms, 
ranches, and pastures. 

It is not suggested that we neglect our 
main streams and give our whole attention 
to these little waters but we must have, lit- 
erally, a plan which will envisage the prob- 
lem as it is presented in every farm, every 
pasture, every wood lot, every acre of the 
public domain. 


Also of interest in this connection 
might be the view of the matter taken 
by Major General Edward M. Markham 


of the Army Engineer Corps. Speaking 


to the Upstream Engineering Confer- 
ence in Washington last September, 
General Markham stated in part: 


It is a beautiful picture to visualize the 
major streams of the United States con- 
trolled by reservoir systems combining stor- 
age for domestic water supply, irrigation, 
the development of hydroelectric power, and 
the impoundment of flood waters. Unfortun- 
ately the combination of these purposes in 
a single reservoir or in a unified system is 
normally unfeasible. There is an economic 
limit to the size of any selected reservoir 
to be determined by the water available for 
storage, foundation conditions, and the costs 
of the rights-of-way included in the reser- 
voir area, Reservoir capacity needed for 
flood control must be fully available for that 
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use at all times, which requires the emptying 
of the reservoirs as rapidly as possible after 
the subsidence of each flood, so that storage 
of this type may have little value for hydro- 
electric and conservation purposes. On the 
other hand, storage for hydroelectric pur- 
poses to be economically desirable must be 
available for fairly constant release through 
the year. A huge reservoir with a capacity 
of twenty-one million acre feet, such as is 
offered at Fort Peck, may satisfactorily com- 
bine several purposes. While the primary 
objective of this reservoir was to augment 
the low water flow of the Missouri river 
during the dry season as an aid to naviga- 
tion, the additional water released during 
that period will increase the discharge of the 
river, thereby reducing its pollution and 
making available additional supply for other 
useful purposes. The reservoir will also 
store the flood waters of the upper river, 
materially reducing the flood damages now 
sustained for a long distance below the dam, 
and in combination with the stabilization 
program under way on the lower river will 
result in eliminating some of the huge annual 
erosion losses which have occurred in the 
past. The value of the incidental benefits 
which will eventually accrue from the Fort 
Peck dam may even surpass its value for 
navigation. 


Speaking more specifically of the rela- 
tive value of “little waters” dams, com- 
pared with large levees downstream, 
General Markham stated: 


The most direct and surest method of 
protection is provided by the construction 
of levees or flood walls, as they will provide 
definite protection against floods of a given 
discharge. Reservoirs in localities distant 
from areas damaged by floods are not so 
reliable in their effects, and their value for 
a given flood condition must depend in large 
part on the storage space available in the 
reservoir just prior to the flood. Frequently 
their operation must be governed by local 
conditions rather than by the conditions 


which will affect the system as a whole. As 
a result, levee protection for important areas 
can often be provided at a fractional cost 
of a lesser degree of protection by reser- 
voir storage. 


ND so the battle rages. The flood 
waters have subsided in the Mis- 
sissippi only a few weeks and certainly 
experienced engineers have had as yet no 
opportunity for careful analysis of data 
about the recent disaster. But already 
the hobby riders in Congress are out in 
full cry. The reforesters would seed the 
whole Mississippi basin. The low dam 
champions are working literally like 
beavers to get their ideas across. The 
reservoir builders would pock-mark the 
face of the map of the United States with 
gigantic basins, while high dam and 
levee builders twitch their noses in anti- 
cipation of the delicious scent of pork. 
Who will finally win this political high- 
low-Jack-and-game? Anybody’s guess, 
perhaps, but safe wager is that it won't 

be the taxpayer. 

—F. X. W. 


PERMANENT FLoop ContTROL — ADDITIONAL 
T.V.A.’s. Extension of remarks of Hon. 
John E, Rankin. House of Representatives, 
February 12, 1937. Congressional Record, 
February 12, 1937. 


FLoops AND Fappists. Editorial. By Raymond 
Moley. Today. February 13, 1937. 


A Stupy or HEADWATER STREAMS AND OTHER 
Litre Waters. Message from the President 
of the United States. January 16, 1936. Sen- 
ate Document No. 167. 


Bic WATERS AND LittLteE Waters. Address by 
Major General Edward M. Markham at 
Upstream Engineering Conference, Wash- 
ington, D. C. September 23, 1936. 





Notes on Recent Publications 


Dam Buitpinc REACHES A CLIMAX. By Rob- 
ert A. Sutherland. Engineermg News- 
Record. December 10, 1936. 

The author believes that the present de- 
cade is marked by the completion of dams of 
unprecedented heights and ever increasing 
volume in the major classifications of 
gravity section, arch, buttress, and earth and 
rockfill. 

Gas Neeps Gramour. By Herman Russell. 
ow, ae & Natural Gas. January 


Risinc Utitity Expenses AND REVENUE. By 
D. W. Ellsworth. The Annalist, January 
22, 1937. 

Tue Cost or Exectric Service. By N. R. 
og Industrial News Review. January 

TemporARy Utiuity Rates. Yale Law Jour- 
nal, January, 1937. 

Wuy Boutper Dam Was Bunt. By Dr. 
William M. White. Industrial Power 
Magazine. November, 1936. 
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Asks Federal Power to Acquire 
Private Lines 


‘iy Administration intends to incorporate 
in a national power policy, now in the 
process of development, authority for all Fed- 
eral power projects to take over privately 
owned facilities by condemnation, it was 
learned last month. This was revealed when 
President Roosevelt recommended that Con- 
gress enact legislation endowing a Columbia 
river administrator with power to acquire by 
eminent domain, if need be, electric trans- 

mission lines and other facilities i in the Wash- 
ington and Oregon regions to be served by 
the Bonneville hydroelectric development. 

The President said such legislation should 
be of a provisional character pending the es- 
tablishment of permanent administration of 
Bonneville and other Federal projects in the 
Columbia basin, “but should not be inconsis- 
tent with national power policies which may 
be hereafter developed.” 

In his letter of transmittal to Congress, the 
President said that the Bonneville project was 
nearing completion and that he had been in- 
formed by the War Department that the first 
electric power probably would be available 
for public distribution late in the year. This, 
he said, made it necessary for machinery for 
administering the project to be created at this 
time. 

The Bonneville set-up urged by the Presi- 
dent was included in detail in the bill intro- 
duced February 19th in the House by Repre- 
sentative Smith (D.), of Washington. It was 
drafted by the power policy committee. 

This bill provides for the sale of electric 
power from new hydroelectric plants of the 
Federal government under 20-year contracts 
with revision or modification permitted every 
five years. 

The rates will be set by an “administrator,” 
subject to approval of the Federal Power 
Commission. Almost the only requirement for 
_ rates is that they shall be as low as pos- 
sible. 

This pattern for the disposal of electric 
energy from the numerous large government 
hydroelectric plants was set in a memoran- 
dum given by the President on February 19th 
to Senators and Representatives from the Pa- 
tific Northwest states for the Bonneville dam 
bill, which has been introduced and perhaps 
will be passed at this session of Congress. 

Its congressional sponsors believe that it 
setts up machinery which will be duplicated 
in all new power developments. These would 
include Grand Coulee dam and the projected 
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St. Lawrence power development desired by 
the President. The President’s memorandum, 
based on the work of his special power policy 
committee, provided that the War Depart- 
ment should administer the dam itself, navi- 
gation aids, the fish ladders, and other ad- 
juncts. 

Rates for Federal power will be flexible 
and there was said to have been no decision 
on the controversy about the flat rate over a 
large region as against rates based on dis- 
tance from the dam. The chairman of the 
policy committee had previously endorsed the 
flat rate principle which would allow indus- 
trial development based on the new electric 
energy in Portland, Ore., or other established 
communities, 


SEC Relaxes Rules 


a under the Public Utility Act of 1935, 
the Securities and Exchange Commis- 
sion on February 23rd announced various 
technical rules of procedure. 

One amended rule (9C-3) changes several 
provisions of the regulations regarding the 
acquisition, retirement, and redemption of se- 
curities by registered ‘holding companies and 
their subsidiaries and permits the acquisition 
of securities in additional circumstances. 
These include, subject to specified conditions, 
the acquisition of securities which have been 
issued according to preémptive rights. 

The commission provided for registered 
holding companies making quarterly reports 
of acquisitions, redemptions, and retirements 
of securities, eliminating the necessity for fil- 
ing duplicate reports in certain circumstances. 
It provided also for incorporation of reports 
by specific reference to other reports filed 
with the commission, thus somewhat simpli- 
fying procedure. 

A new rule (3D-6) exempts from the pro- 
visions of the act the issue of initial common 
shares of a company in the process of or- 
ganization, “if all such shares having a par, 
stated or declared value not exceeding $10,000, 
are acquired for cash by a single company.” 


TVA Allocation Extended 


| it is reported that an indefinite extension of 
time has been granted, by informal action 
of Congress, to the Tennessee Valley Author- 
ity to complete its report on allocation of 
value that should be charged to flood control, 
navigation, fertilizer, national defense, and 
power development, respectively on Wilson 
dam and nitrate plants No. 1 and No. 2. The 
report was originally required by section 14 
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of the Tennessee Valley Act to be completed 
before the end of the calendar year of 1936. 

In this connection it was erroneously re- 
ported that a report or, at least, a preliminary 
report had actually been made to Congress by 
the TVA. In the Congressional Record of 
January 6th (page 65) it was recorded that 
“the Vice President laid before the Senate a 
letter from the chairman of the board of di- 
rectors of the Tennessee Valley Authority 
submitting, pursuant to law, a preliminary 
report of an investigation as to the present 
value of Wilson dam... for the purpose of 
ascertaining the allocation that should be 
charged to flood control, etc.” 

Also in the Congressional Record of Janu- 
ary 8th (page 148), there was acknowledged, 
by the Speaker of the House of Representa- 
tives, receipt of “a letter from the chairman 
of the board of Tennessee Valley Authority 
transmitting a statement of allocations made, 
through section 14 of the Tennessee Valley 
Authority Act, etc.” It was upon this author- 
ity that the reviewer of the TVA annual re- 
port for 1936 in Pusiic Utizities FortNIGHT- 
LY (February 4th, page 185) stated that such 
a report had been made. It was later explained 
at the Washington office of the TVA, how- 
ever, that no form of report accompanied the 
communication to Congress, but that it was 
merely a request for an extension and that en- 
tries (above mentioned) in the Congressional 
Record were made through inadvertence. 


Mexico to Nationalize Oil 


ee meas pe Lazaro Cardenas of Mexico has 
signed a decree creating a government oil 
corporation which is destined eventually to 
take over the entire oil industry, it was re- 
ported. Cardenas signed the decree a few 
hours after dissolution of the Mexico Petrol- 
eum Co. at a stockholders’ meeting March Ist. 
It is to be succeeded by the new government 
corporation. 

Under the presidential decree, the new cor- 
poration, the “Corporation Nacional Mexicana 
de Petroleos,” is to administer oil lands of the 
dissolved company and, it is expected, will ab- 
sorb leases now held by foreign companies 
when these expire. 

It is estimated that more than $350,000,000 
in foreign capital is now invested in Mexican 
oil lands. Most of it is American, British, and 
Netherlands. Only the mining industry, which 
the government recently took steps to nation- 
alize, exceeds the oil industry in importance. 

The Petromex Co. which was dissolved 
March Ist was incorporated as a mixed cor- 
poration under Federal control in 1933. As 
incorporated, it was designed mainly to pro- 
vide a national oil industry to serve the na- 
tional railroads and government departments. 
Only two of sixty stockholders present voted 
against the dissolution. 


Oppose Seaway Plan 


i gwen to the proposed St. Lawrence 
deeper waterway was expressed by the 
Shipping Federation of Canada at its annual 
meeting held in Montreal last month. The wa- 
terway, it was declared, cannot be justified as 
a navigational aid or on economic grounds, 
and its construction would merely prejudice 
the existing investments in transportation fa- 
cilities. 

Members of the federation urged the goy- 
ernment not to be influenced by “extreme 
claims of highly problematical advantages to 
place further burdens on the country in con- 
nection with the St. Lawrence project or Hud- 
son-Champlain link.” The latter has no more 
merit from a Canadian standpoint than the 
deep ae proposal with which it is 
allied, kin, president, declared in 
his inl ‘which was endorsed by the meeting. 

Mr. Eakin stated that no responsible section 
of the Canadian public “can assert that we are 
lacking in any way necessary rail and canal 
facilities in territory tributary to the St. Law- 
rence river. The contrary is the case. Our 
present need is undoubtedly a larger popula- 
tion and a greater trade to support the excel- 
lent transportation facilities now provided.” 


Controls Power Franchises 


HE Ministry of National Economy of 
Mexico was given exclusive authority by 
a presidential decree last month to grant con- 
cessions, authorizations, or permits for gen- 
erating, transmitting, distributing, importing, 
and selling electric power. In cases that in- 
volve national waters, these franchises must 
be granted in codperation with the Ministry of 
Agriculture. Concessions can only be granted 
Mexicans or Mexican societies. Foreigners 
who are members of such societies must re- 
nounce their citizenship with regard to mat- 
ters concerning these organizations. 
Preference in granting concessions will be 
given semi-official companies and cooperative 
societies. No concession will be granted for 
longer than fifty years. Before any franchise 
is granted, the ministry must examine the 
applicant’s financial capacity, equipment it is 
intended to install, and the market possibilities 
of the region it is desired to serve. 


British Power Unity Sought 


NATIONAL plan for regulating the distribu- 
A tion of electricity in Britain to unify as 
much as possible systems, voltages, and 
charges was announced on March 3rd in the 
House of Commons by Leslie Hore-Belisha, 
Minister of Transport. The program follows 
the report of a Committee for Reorganization 
of the Electrical Supply made last June by its 
chairman, Sir Harry (now Lord) McGowan. 
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Alabama 


REA Pushes Projects 


oRDON Persons, chairman of the Rural 
G Electrification Authority, Montgomery, 
recently announced that engineers had been 
sent to Baldwin county to sign up customers 
for a large rural electrification project which, 
it was anticipated, would bring service to 600 
or 700 rural residents under a development 
of from 150 to 200 miles in length. 


Mr. Persons also announced that other en- 
gineers would develop another large project 
in southeast Alabama to embrace Covington, 
Crenshaw, Coffee, and possibly Butler, Lown- 
des, Bullock, and Pike counties. This latter 
project, it was expected, would be between 
500 and 600 miles in length, would serve near- 
ly 2,000 customers, and would be the largest 
individual project yet undertaken in the state 
of Alabama. 


Arkansas 


Agree on Yearly Tax 


fi El Dorado city council and the South- 
western Bell Telephone Company agreed 
amicably on city occupation taxes for the next 
five years at a recent special session of the 
council. Councilmen voted 6 to 1 to accept a 
phone company contract calling for payment 


of $2,500 per year occupation tax for a period 
of five years. 

The old ordinance section governing the 
telephone company called for a yearly tax of 
$1,000 and $513 worth of free telephone serv- 
ice. Under the new agreement the city will re- 
ceive no free telephone service from the 
Southwestern Company. 


California 


Two Municipal Proposals Lose 


yo of Fresno on February 25th over- 
whelmingly defeated the proposed munici- 
pal power bond issue, the vote being 6,032 for 


the bonds and 12,588 against. The vote was 
reported one of the greatest upsets in local 
political history and was the first instance in 
which such a proposal failed to receive 50 per 
cent or more of the votes cast. 

The bond issue of $2,990,000 was to have 
been used to purchase the local distributing 
system of the San Joaquin Light and Power 
Corporation for municipal operation. 

In Tulare, the proposal to issue revenue 
bonds to purchase the local electric distribu- 
tion system of the Southern California Edison 
= was defeated by a closer margin, 423 to 


Following defeat of the Tulare revenue 
bond election, Monte Williams resigned as 
mayor of the city. He told the city council he 
took office more than a year ago with the un- 
derstanding the people of Tulare favored 
municipal ownership, but the voting showed 
they did not. 


Offers to Buy Power 


Tt Pacific Gas and Electric Company 
through its president, J. B. Black, recent- 
ly offered to take delivery of all electric power 
to be produced at the Kennett hydroelectric 
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plant of the Central valleys project. The of- 
fer, made to Earl Lee Kelly, state public 
works director, also carried the assurance that 
the corporation would codperate fully in the 
development of the great water power project 
of the state. 

Mr. Kelly regarded this advice of the great- 
est importance to the Central valleys project, 
it was said, as it had been generally under- 
stood that the Pacific Gas and Electric Com- 
pany was in opposition to the project, because 
of its proposed plan for the development of a 
large block of power which the company con- 
sidered could not be used because there was 
surplus power available in the existing plants. 

Mr. Black was reported to have informed 
the public works director that the sales of 
power have exceeded expectations and that 
approximately 400,000 kilowatts of additional 
capacity would be required to serve the cor- 
poration’s anticipated load demands during 
the next six years. 


Announces Rate Cut 


GENERAL reduction in gas and electric rates 
by the San Diego Consolidated Gas and 
Electric Company, with a saving of $422,897 
annually for consumers, was announced on 
February 17th by Wallace L. Ware, president 
of the state railroad commission. 
The new rates, brought about by informal 
study and negotiation by the commission, be- 
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came effective March 15th. This was said to 
be the fourth reduction in charges made by 
the company in the last two years, at a total 
saving of $1,025,611. Effective over the com- 
pany’s entire system, the reduction benefited 
residents of San Diego, National City, Chula 
Vista, Coronado, La Mesa, El Cajon, Escon- 
dido, Oceanside, and Clemente, as well as 
rural territory. 

The electric reduction totaled $311,214 and 
the natural gas, $111,683. Domestic users of 
the electric power benefited to the extent of 
$119,632, while street lighting rates were re- 
duced $9,656. Commercial rates also were 
lowered. 


Canal Attack Defeated 


ge U. S. Supreme Court on February 15th 
refused to upset the lower Federal court 
ruling which refused to enjoin construction of 
an All-American canal power project being 
built by the Imperial Irrigation District jn 
California. 

The suit was brought by the Nev-Cal Elec. 
tric Securities Company, which owns land in 
the district which, it asserted, would be sub- 
ject to assessment. It charged that an attempt 
would be made to build a power plant to serve 
Brawley and other undetermined areas. The 
district’s right to do this was disputed. 


Florida 


Orders Refund 


HE Florida Power & Light Company was 

ordered to refund the amount received 
from its customers in excess of rates set by 
Miami’s 33 per cent reduction ordinance in 
the final decree of the rate suit signed Febru- 
ary 18th by U. S. Judge W. H. Barrett. How- 
ever, the judge stayed the decree ninety days 
pending appeal. 

Amount of the mass repayment ordered 
was not known, but the power company was 
said to have posted $2,645,000 in bonds with 
the court since beginning its suit to restrain 
enforcement of the ordinance, and this money 
will be used in the refunding if the city de- 
feats the company in appeal courts. The com- 
pany was expected to appeal to the U. S. Cir- 
cuit Court. 

Judge Barrett signed three papers that for- 
mally ended the case in district court after 
four years of litigation—the final decree, find- 
ings of fact and conclusions of law, and an 
order continuing the injunction against the 
ordinance and staying decree pending appeal. 

The final decree provided for dismissal of 
the bill of complaint and dissolution of the in- 
junction, and ordered the refund and payment 
of costs by the company. The manner of re- 
funding provided that if the decree becomes 
effective, the power company must pay all cus- 


tomers the difference between its rates and 
those of the rate reduction ordinance for serv- 
ice since March 25, 1933, the date of the ordi- 
nance. The company must compute the amount 
of refund due each customer and “as expe- 
ditiously as possible” pay it; make every ef- 
fort to complete payment of all refunds with- 
in eight months from effective date of the de- 
cree and file with clerk of U. S. court evi- 
dence of having paid all, or as much as possi- 
ble. The refunds must be paid in cash or 
check, except that they may be applied as 
credit on overdue balances owed the plaintiff, 
if the plaintiff desires. Other provisions were 
made for payment in cases where accounts 
have been terminated, or customers died. 

Within ninety days after effective date of the 
decree, the company must also pay the city of 
Miami the statutory taxable costs in the case, 
$10,581.15, including $1,569.75 paid to the re- 
porter ; $2,761.40 paid to Cary T. Hutchinson, 
first special master; and $6,250 paid to F. M. 
Hudson, second special master. 

The Miami city council subsequently adopt- 
ed, by unanimous vote, a resolution declar- 
ing its willingness “to give its consideration to 
any proposals the Florida Power and Light 
Company may desire to make to dispose of 
the various controversies existing between the 
city and the company.” It was believed doubt- 
ful, however, that a settlement would result. 


Illinois 


Court Denies Writ 


HE Illinois Supreme Court on February 
18th denied the petition of the Peoples 
Gas Light & Coke Company for a writ of su- 
persedeas, which if granted would have en- 
abled the company to make temporary rate in- 
creases pending final outcome of its efforts to 


secure higher rates. The rate case, which has 
been pending for more than a year, involves 
a request of the gas company for a 16 per cent 
increase in rates to permit collection of an 
additional $3,000,000 annually from 800, 
Chicago customers. , 
The court, however, took under advise- 
ment both the company’s petition for a review 
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of the adverse decision of the appellate court 
and also the motion of the state attorney gen- 
eral that the case be dismissed for want of 
jurisdiction. Its ruling on these matters was 
not expected until the April term. 


Tax Hits Snag 


tae~ recently by Governor Horner to re- 
impose the 3 per cent utility sales tax im- 
mediately as an emergency relief financing 
measure, the state House of Representatives 
demurred and sent the bill to a committee. 
The result was to delay advancement of the 
governor’s bill, which had eliminated all ex- 
emptions so as to meet the recent state su- 
preme court’s objections to the 1935 utility 
tax law, ruled unconstitutional a short time 
ago. 

, = ernor Horner in his first financing mes- 
sage to the Sixtieth General Assembly asked 


enactment of the new utility tax without de- 
lay, stating that justice and necessity required 
it. The House majority leader, Benjamin S. 
Adamowski of Chicago, introduced the bill 
and moved that it be advanced at once to sec- 
ond reading. A long and bitter debate fol- 
lowed, ending with a roll call that showed 61 
votes for and 54 against. Since the bill needed 
77 votes, it went to the Revenue Committee. 

The Adamowski bill would tax at 3 per cent 
the gross receipts of all utilities from sale of 
telegraph, telephone, water, gas, and electric 
service. The revenues would go to relief un- 
til July 1, 1938, when the tax would drop to 
2 per cent and be used for general revenue 
purposes. Because the bill contained no ex- 
emptions, it was estimated that it would yield 
more than $7,000,000 yearly. The unconstitu- 
tional feature of the 1935 act was the amend- 
ment exempting sales of industrial power 
from the tax. 


Indiana 


Signs Gas Contract 


HE Noblesville city council last month 
‘hoa a contract with the Noblesville Gas 
Company for natural gas to be furnished by 
the Public Service Company of Indiana in ac- 
cordance with a contract recently made with 
the Michigan Gas Transmission Company. 
Under the contract gas of 1,000 B.T.U. quality 
is to be provided on rates comparable with 
those previously prevailing for 570 B.T.U 
artificial gas, thus providing consumers with 
approximately one-third more heat at no in- 
crease in cost. 

Noblesville was said to be the first of seven- 
teen communities in the central part of the 


state to take advantage of the arrangements 
for natural gas from the Panhandle Eastern 
pipe line to Texas. 


Signs Tax Measure 


A pe Indianapolis Citizens Gas and Coke 
utility bill under which rates to consumers 
can include sums sufficient to compensate the 
civil and school cities for the taxes which 
would be paid on the utility if it were private- 
ly owned was signed last month by Governor 
M. Clifford Townsend. 

The measure would become a law with the 
official promulgation of the 1937 acts of the 
legislature. 


Kansas 


Offer Tax Measures 


TATE Senator McDonald, of Wyandotte, 
last month offered a new tax measure 
which would levy a 3 per cent tax on all in- 
trastate telephone, telegraph, and radio com- 
munications. Messages between states cannot 
be taxed by any state. 

Senator Calvert, of Ellis, thought the state 
should collect 3 per cent on the gross receipts 
from electricity sold in the state and offered a 
bill to that effect. Senator Miller, of Ottawa, 
had the same idea for a 3 per cent collection 
of gas receipts and incorporated his views in 
another bill. 

Governor Huxman, in a special message to 
the legislature, had suggested a 24 per cent 
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gross production tax applicable to oil and gas. 
This source, he said, would provide $1,500,- 
000 annually. The governor also suggested a 
one per cent sales tax to provide an additional 
$5,000,000 a year. 


Considers Rate Cut 


HE Clay Center city council last month 
took under consideration a schedule of 
reduced light and power rates for customers 
of the municipally owned electric plant. Rates 
were submitted by the state corporation com- 
mission. 
Plant Superintendent J. H. Meier said the 
rates would result in an annual saving of 
$10,000 to $12,000 to users. 
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Kentucky 


Bond Issue Case 


Ce: city attorney, Cecil Wilson, last 
month announced he would take the city 
bond issue case to the court of appeals. Judge 
Will H. Fulton recently ruled that Glasgow 


could not issue bonds for erection of a munici- 
pal power plant because a site had not been 
selected and a survey made prior to the elec- 
tion. The city officials declared this could be 
done after the election, but before the bonds 
are issued. 


Maine 


Takes Over Quoddy 


Wee P. Crowell, state director of 
WPA operations, last month revealed 
that his relief agency had taken over the 
Quoddy village. The $1,000,000 model village, 
built to house the administrative staff of the 


now abandoned Passamaquoddy tidal power 
project, had been administered by the Nation- 
al Youth Administration since Congress re- 
fused further grants to army engineers build- 
ing the tide trap last summer. 

Mr. Crowell said the WPA probably would 
confine its activities to maintenance work. 


Minnesota 


Backs Tax Bill 


A BILL which would permit cities of the first 
class to charge a 5 per cent gross earn- 
ings tax to telephone companies operating 
within their limits was endorsed unanimously 
by the St. Paul city council on February 23rd. 
The bill was to be drafted by John L. Con- 
nolly, city corporation counsel, and the Ram- 
sey county delegation in the legislature would 
be asked to sponsor it, it was reported. 

The suggestion was made by Mayor Gehan, 
who said telephone companies pay only $720,- 
000 total taxes in Minnesota and that an 
equitable tax would be four or five times that 
amount. The telephone companies now pay a 
4 per cent gross earnings tax to the state in 
lieu of all other taxes. 

The proposed 5 per cent gross earnings tax 
to be levied by the city would produce about 
$125,000, Mayor Gehan estimated. He said 
that if the phone company paid taxes in St. 
Paul in proper relation to other taxpayers it 


would pay approximately $600,000 annually. 


Projects Get Cash 


IVE allotments for Minnesota rural electri- 

fication projects, totaling $754,000, were 
recently approved by the Rural Electrification 
Administration. The allocations were as fol- 
lows: Rural Hennepin Codéperative Electric 
Association of Maple Plain, $70,000 for 73 
miles of line serving 214 patrons; Dakota 
County Electric Codperative Association, 
$200,000 for 205 miles of line serving 605 
homes in Dakota, Rice, Scott, and Goodhue 
counties; Anoka County Codperative Electric 
Association, $170,000 for 613 miles of line 
serving 406 patrons in Anoka, Ramsey, and 
Washington counties; Wright County Co- 
Operative Light & Power Company of Cokato, 
$84,000 for 86 miles of line serving 255 homes; 
Nobles County Electric Association of Worth- 
ington, $220,000 for 230 miles of line serving 
592 homes. 


Nebraska 


Approves Light Bonds 


pT were voters on February 23rd ap- 

proved, 222 to 113, a $46,000 bond issue 
in a special election for the city to construct, 
purchase, or otherwise acquire its own elec- 
tric light and power distribution system, sub- 
station, and transmission lines. 


The Western Public Service Company 
serves Minatare with electric power under a 
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franchise which has several years to run. 
Mayor W. C. Colson, when asked what pro- 
cedure the city would take next, said he had 
“no comment to make at this time.” 


Opposes Power Bill 
M’sx Butler recently stated that the 


Omaha city council would vigorously 
oppose a bill introduced in the state legislature 
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to take regulation of the Nebraska Power 
Company out of the hands of the city and 
place it with the state commission. He said: 

“We have very little rights left under our 


home rule charter, and here is another effort 
to take some of them away. These utilities 
ought to be kept close to the people, as close 
as possible.” 


New Jersey 


Announces Expansion Plans 


{ie state public utility commission last 
month announced that the Public Service 
Electric and Gas Company would make im- 
provements costing $8,900,000 to overcome any 
further failure of electric service in the 
Newark area. 

Harry Bacharach, commission chairman, 
said the company had provided in its 1937 con- 
struction budget for all of the changes recom- 
mended by the board’s engineers to prevent a 
recurrence of the power failure of last 
December. 


Drops Handset Charge 


o charge to anyone will be made by the 
New Jersey Bell Telephone Company 
for handset telephones after January 1, 1938, 
or the first billing date thereafter during that 
month, according to a recent announcement of 
the state board of public utility commissioners. 
Anyone who had a handset for a year or 
more on March 1, 1937, would be subject to 
no further charges. Subscribers who had a 
handset less than a year on that date or on 
the first billing date thereafter during that 
month will pay 10 cents monthly for a year. 


New York 


New Rates Filed 


Island Light Company on Feb- 


= Long Is 
ruray 17th filed with the state public serv- 


ice commission a schedule of new electric 
rates under which an estimated annual saving 
of $1,194,000 would accrue to the company’s 
customers. The schedules conformed to orders 
issued by the commission and recently sus- 
m tained by the appellate division after the com- 
pany had carried its objections to the courts. 
Two sets of schedules were filed. One was 
for the company’s western division, compris- 
ing Nassau county and part of Suffolk county. 
The other was for the eastern division, which 
includes the eastern part of Suffolk county. 
The commission said it would require about 
thirty days to make the new schedules effec- 
tive, 

Consumers, the commission indicated, would 
be entitled to receive rebates for the difference 


between rates charged since January 1, 1936, 
in the case of the western division, and the 
rates named in the new schedules. In the case 
of the eastern division the rebate is to be based 
on the difference between the new rates and 
those charged since August 15, 1936. In both 
divisions the new schedules set up a minimum 
monthly charge of $1 for 12 kilowatt hours. 


Rate Bill Introduced 


A BILL prohibiting utility ———- from 
charging a minimum monthly fee for 
electricity was introduced recently by Assem- 
blyman William Schwartz. 

This charge, he said, is borne to the largest 
extent by the small wage earner and the poorer 
consumer, and in many cases the consumer 
affected “is on relief and the charge is being 
paid for by the emergency relief bureaus thus 
adding to relief costs.” 


Ohio 


Join in Gas Fight 


i. ena organization of Ohio munici- 
(1 palities served by the East Ohio Gas 
Company was formed at Akron on February 
4th to fight for lower gas rates by representa- 
lives of nearly 20 cities, including Cleveland. 
With rehearing of the Akron rate case as 
its immediate objective, the organization ap- 
ptoved resolutions recommending short-term 
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franchises as one of the chief weapons of the 
affected cities and an investigation of sources 
of natural gas supply other than those con- 
trolled by the East Ohio and allied companies. 

With the company already demanding a 
higher rate in Cleveland as a result of the de- 
cision in the Akron case of the state public 
utilities commission, Mayor Harold H. Burton 
and other city officials journeyed to the con- 
ference to give support to the plan for con- 
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certed action. Mayor Burton urged the gather- 
ing to join Akron in its demand for a rehear- 
ing of the Akron case by the state commission 
to obtain a reversal. 

A coérdinating committee appointed by the 
conference agreed that 60 municipalities would 
be asked to sign a brief supporting Akron’s 
rehearing request. The brief was to be drawn 
by Akron officials and City Law Director 
Alfred Clum and submitted to the councils 
of the cities for approval. 


Urges Plant Expansion 


ECOMMENDATION was made to the Lima 

city council last month that $250,000 be 
spent to expand electrical power generating 
facilities at the city water plant so that all 
municipal purposes could be served. The city 
now generates a part of the power and buys 
the remainder from the Ohio Power Com- 
pany. Expenditure of $250,000 would result 
in a yearly saving of $45,000, it was said. 


Pennsylvania 


Launches Reform Program 


HE state administration on February 15th 

launched its utility reform program. Bills 
were introduced in the legislature which would 
remove the state public service commission 
and set up a substitute body comprised of five 
members. It would function under a drasti- 
cally revised code giving it wide authority to 
effect rate reductions. The seven-man public 
service commission, under terms of the mea- 
—_— would pass out of existence March 
15th. 

Enactment of the bills would give the state 
the most advanced utility law in the nation, 
it was said. Most revolutionary features give 
the commission authority to fix temporary and 
trial rates on its motion, and establish a slid- 
ing scale of rates. The sliding scale principle, 
based on the fluctuation of the corporation’s 
income, would operate automatically and on 
a monthly basis. As income rises the rates will 
be reduced. As the income falls the rates will 
be revised upward. 

The new commission would be given the 
widest power of supervision over holding 
companies in their relationship with subsidi- 
aries and affiliates, as well as over all con- 
tractual relationships of operating utilities. 
Under the proposed law, no securities or evi- 


dences of indebtedness of a utility can be 
issued by a utility without approval of the 
commission. This would apply to short-term 
financing as well. The state public service com- 
mission has no jurisdiction over loans of less 
than a year. 

The new commission also would be given 
jurisdiction over all abandonments of public 
utility facilities. This was denied under the old 
law. Expenses of the commission would be 
assessed against the utilities. 

The House Utilities Committee on Febru- 
ary 24th reported the ripper bill out affirma- 
tively. 


Proposes Aid in Rate Actions 


O assist cities, boroughs, or townships in 
prosecuting rate cases against public 
utilities, state Senator George Rankin last 
month introduced a bill in the legislature em- 
powering the commissioners of Allegheny 
county to lend their legal, accounting, or engi- 
neering forces to these municipalities. 
Under the Rankin bill, the commissioners 
would be authorized to hire additional em- 
ployees to assist in rate cases and the com- 
missioners formally may intervene to help 
boroughs, cities, or townships. Senator Ran- 
kin is also a commissioner in Allegheny county. 


Rhode Island 


Refuses Rate Offer 


According to latest reports, there were said 
to be about 54,000 telephone subscribers in the 
state using the handsets. About 29,000 of these 


have had their sets at least three years and 
therefore no longer pay the surcharge. If the 
surcharge period were changed to eighteen 
months, another 15,000 subscribers would stop 
paying the service charge because they have 
had their sets that long, it was said. 
Governor Quinn, in his inaugural message 
on January 5th, declared the service charge 
for handset telephones was “exorbitant” and 


Cy y Robert E. Quinn last month re- 
fused to accept the offer of the New 
England Telephone & Telegraph Company to 
cut in half the period during which it makes 
a surcharge of 15 cents a month for so-called 
handset telephones. The governor was said to 
believe that the company should make no 
service charge at all for the handsets. 

The company charges 15 cents extra a month 
for three years for these telephones, but has 
made an offer to apply the charge for only that the company had no right to charge more 
the first eighteen months after installation. for such sets and for telephone extensions 
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homes than the cost of installing and main- 
taining them. He subsequently ordered an in- 
vestigation of the telephone company to see 
if the charge could be cut. Neither Thomas 


A. Kennelly, state Director of Revenue and 
Regulation, nor Frederick A. Young, chief of 
the Division of Public Utlities, would com- 
ment on the progress of the negotiations. 


Tennessee 


Bond Bill Offered 


BILL to permit municipalities to issue bonds 
A for financing their own power distrib- 
uting plants was introduced in both houses of 
the General Assembly on February 19th by the 
Shelby county delegation. Sponsors of the 
bill said it would make possible the use of such 
bonds as have already been issued in Knox- 
ville, Chattanooga, and Fayetteville, cities 
which were striving for Tennessee Valley 
Authority power. 

A nonprofit and “nonutility organization 
within the laws of the state” would be formed 
for issuance and administration of the bonds 
and funds derived from them. These, the bill 
aid, would be known as electric membership 
corporations, and would be for promotion of 
“general welfare.” 

Another similar bill would provide for pur- 


chase, construction, and maintenance of these 
“revenue-producing public works.” 


Eliminates Handset Charge 


¥ HE State railroad and public utilities com- 
mission on February 19th ordered that the 
15-cent monthly charge on handset telephones 
be eliminated to the subscriber after such in- 
strument had been in use for eighteen months, 
effective on billing dates beginning March Ist. 

The commission said that the order affected 
30,266 users and meant a total reduction of 
approximately $70,000 a year. About 2,000 
additional users will benefit each month. 

The new regulation was said to be a com- 
promise order and the Southern Bell Tele- 
phone and Telegraph Company would not 
fight it. The $1 charge for equipment change, 
in installing handsets, remained unchanged. 


Texas 


Bill Reported Unfavorably 


A BILL to prohibit utilities from selling mer- 
chandising appliances, which has had an 
unsuccessful course in several preceding legis- 
tures, was reported unfavorably recently by 
the House Municipal and Private Corpora- 
tions Committee. 

Notice was given of a minority report on 
half of the author, Harry N. Graves, in an 
attempt to get the House to override the 11 to 
§unfavorable recommendation. Previously, an 
amendment by Paris Smith was adopted, 9 to 
\ giving utilities the authority to promote the 
ale of appliances through local merchants, 


who would receive all the profits from sales. 

W. H. King of San Antonio, representing 
the Associated Appliances Dealers, and 
Howard Weddington of Dallas, representing 
plumbing and heating wholesalers, urged the 
bill on the ground that competition by the 
utilities was unfair. Other sponsors charged 
that promotion and sales costs of appliances 
were charged to operating revenue. 

Spokesmen for utilities said profits realized 
from appliances had gone to the reduction of 
rates. Contending that such enterprise was not 
antagonistic to their charter provisions, com- 
pany spokesmen also charged unconstitution- 
ality of the bill. 


Wisconsin 


Commissioner Appointed 


— A. Nixon, Bayfield county district 
attorney and former assembly floor 
kader, was appointed to the state public serv- 
ke commission by Governor La Follette on 
Rbruary 19th. The Senate, on February 23rd, 
onfirmed the governor’s appointment without 
imurmur of debate and without a dissenting 
tote, effective March Ist, 
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Meanwhile, Governor La Follette signed 
into law a bill authorizing one member of the 
commission to exercise ca euwers of a quorum 
in case of two vacancies, as recently existed, 
until sixty days after commencement of a 
legislative session. Immediate effect of the 
new law was to permit Fred S. Hunt, the only 
commissioner acting at that time, to sign pay- 
rolls, release expense accounts, and issue 
orders until Nixon took office. 
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Court Upsets Holding That Change in Interest 


Rate Is Issuance of Securities 


HE order of the Pennsylvania com- 

mission requiring a public utility 
company to obtain commission approval 
before consummating a change in bond 
interest rates [15 P.U.R. (N.S.) 493] 
was reversed by the Pennsylvania supe- 
rior court, which held that such a change 
in interest rates did not amount to the 
issuance of securities. The court said in 
part: 

It seems to us that the real question in- 
volved under the agreed-upon facts is 
whether a public service company may, with- 
out obtaining the approval of the commis- 
sion, enter into contracts with the respective 
holders of its bonds providing for a reduc- 
tion of the interest rate thereon—acceptance 
of such reduction to be evidenced by the 
holders producing their bonds to the trustee 


for the purpose of having the reduced rate 
stamped thereon. 


If the bondholders were willing to re- 
lieve the company of a part of its interest 
burden, the court was unable to perceive 
any possible danger to its patrons. The 
court pointed out that although it might 
be proper for the legislature to give the 
commission jurisdiction over such con- 
tracts, such authority had not been con- 
ferred, and it must be kept in mind that 
the commission does not have jurisdiction 
over all contracts of a public service 
company or over its entire financial man- 
agement. Blue Mountain Consolidated 
Water Co. v Public Service Commission 
of Pennsylvania. 


e 


Corporation Proposing Transportation by Aircraft 
Is Held Subject to Regulation 


, pe Michigan commission, on an ap- 


plication for authority to file articles 


of incorporation and to issue stock, held 
that a corporation which seeks to engage 
in the business of transporting passengers 
or property by aircraft must obtain the 
permission of the commission in order 
to file its articles of incorporation or issue 
securities under a statute requiring such 
approval for operations by railroads and 
other common carriers. 

The state, it was pointed out, has no 
statute expressly declaring carriers of 
passengers or property by airplane to be 
common carriers. The commission was 
unable to find any statute giving it juris- 
diction over corporations doing business 
as carriers of passengers or property by 
airplane unless in regard to the filing of 
articles and the issuance of securities. 
State regulatory jurisdiction over air- 
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craft and aeronautics had been conferred 
upon the Michigan Board of Aeronav- 
tics. Nevertheless, under the established 
rules defining common carriers, the com 
mission held that the corporation was 
such a carrier. The commission also said 
that it had early taken the position that 
the filing of articles and the issuance of 
securities by common carriers of pas 
sengers or property by airplane came 
within the provisions of the regulatory 
act [Re Air Taxi Service, P.U.R. 1927D, 
279}. 

A common carrier, whether by land; 
water, or air, it was said, is one who has 
held out that he will so long as he hz 
room carry for hire all persons applying 
or the goods of every person who will 
bring goods to him to be carried. That 
aircraft and the industry of carriage by 
aircraft are new, said the commission, ! 


394 





ige by 
ion, 15 


THE LATEST UTILITY RULINGS 


no reason why one in fact employing air- 
craft as a common carrier vehicle should 
not be classified as a common carrier and 
charged with liability as such, although 


it has been held that one engaged in tak- 
ing passengers for a short flight is not 
a common carrier as applied to that ride. 
Re Bishop Flying Service (D-3023). 


e 


Rate Order Upheld When Errors Do Not Affect Result 


N electric rate order of the New York 
A commission was sustained by the 
appellate division of the supreme court 
notwithstanding certain errors pointed 
out by the reviewing body, where the 
order did not result in confiscation and 
the commission had not failed to comply 
with the Public Service Law. The court 
pointed out that it is “only the ultimate 
result which counts.” None of the er- 
rors would have been of sufficient mag- 
nitude to change the result. 

The commission had determined de- 
preciation by the straight-line method 
and had made a deduction for accrued 
depreciation instead of simply deducting 
the cost of restoring the depreciable 


property to a new condition. The court 
found that there was a sufficient factual 
foundation for the adoption of the 
straight-line method and that there was 
ample evidence before the commission to 
sustain its method of determining ac- 
crued depreciation. 

The court ruled, however, that the 
commission should not have deducted an 
item for consumers’ contributions and 
likewise that it had improperly deducted 
the accounts payable from working cap- 
ital. The commission had also failed, in 
determining operating expenses, to make 
proper allowance for electric energy tax. 
Long Island Lighting Co. v. Maltbie 
et al. 


Excessive Details of Federal Accounting System 
Not Required for State Telephone Companies 


(pe Michigan commission in 1935 
adopted the uniform system of ac- 
counts for telephone companies pre- 
scribed by the Interstate Commerce Com- 
mission as the system of accounts for 
(lass A telephone companies in Michi- 
gan. Thereafter the United States 
Supreme Court upheld the uniform sys- 
tm of accounts prescribed by the Fed- 
tral Communications Commission; but 
the Michigan commission, pending a fur- 
her investigation, did not follow the 
acounting provisions of the Federal 
Communications Commission. It did, 
nowever, consider it advisable to grant 
yrmission to the two Class A companies 
laving an interstate status to keep only 
the set of accounts prescribed by the Fed- 
tal Communications Commission with- 
wut being in contempt of a previous order 
of the state commission. 

It was the opinion of the state com- 
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mission that the excessive detail required 
by the Federal Communications Commis- 
sion was not necessary for the everyday 
conduct of the business and everyday 
regulation of the intrastate operations of 
Class A telephone companies subject to 
the jurisdiction of the state commission. 
It was said in part: 


The expense involved in the minute de- 
tailed accounting required by the Federal 
Communications Commission is consider- 
able and in our opinion an unnecessary ex- 
pense to be borne by the intrastate rate- 
payers. The detailed differences between 
the two systems of accounts are being care- 
fully analyzed to determine if any funda- 
mental difference exists. Our investigation 
to date indicates that the accounts under the 
system prescribed by the Interstate Com- 
merce Commission and adopted by this 
commission can be readily obtained by the 
summation of one or more accounts pre- 
scribed by the Federal Communications 
Commission. The investigation has not 
been completed. Pending its completion 
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and the discovery of fundamental differ- 
ences which would make our present pre- 
scribed accounting system in conflict with 
that prescribed by the Federal Communi- 
cations Commission, we feel it advisable to 
grant permission to the two Class A com- 
panies involved to keep only the set of ac- 


e 


counts prescribed by the Federal Communi- 
cations Commission without being in con- 
tempt of a previous order of this commis- 
sion. 


Re Accounts, Records and Memoranda 
of Telephone Utilities (D-1140). 


Rate Reduction and Bus Substitution for 
Street Cars Result from Settlement 


‘aoa Missouri commission approved 
a joint application of the St. Jo- 
seph Railway, Light, Heat & Power 
Company and the city of St. Joseph re- 
questing the dismissal of rate proceed- 
ings previously instituted by the commis- 
sion upon its own motion. The commis- 
sion had ordered a reduction in electric 
rates [14 P.U.R. (N.S.) 113] and had 
later on rehearing vacated the order. 
Thereafter the city and the company 
composed their differences and asked 
commission approval of the settlement. 
The commission described the benefits 
of the proposed settlement as follows: 
Those benefits are: (1) Combining of the 
electrical and transportation properties for 
the purposes of determining a fair rate of 
return upon said properties. (2) An amor- 
tization in addition to that heretofore al- 
lowed by the commission not exceeding 
$75,000 per annum to cover the loss sus- 
tained by the company on account of the 


substitution of trolley coaches and motor 


coaches on the Krug Park and the Pros- 
pect avenue lines, which street car lines the 
company proposes to abandon. (3) The 
company and the city have agreed to a dis- 
missal of the entire valuation proceeding 
herein. The benefits that would accrue to 
the city as set out in the proposed plan of 


settlement are: (1) A _ rate reduction 
amounting to $88,144. (2) The substitution 
of trolley coaches and motor coaches upon 
the two remaining street car lines, or the 
Krug Park and the Prospect avenue line, 
or in substance a more modern and efficient 
mass transportation system over the streets 
now served by those two street railway lines. 


The commission, although declaring 
that it was not bound by any agreement 
between the company and the city, since 
the sole power to determine such ques- 
tions is vested in the commission as a 
matter of law, believed that the will of 
the general public affected by the settle- 
ment or agreement should be, absent any 
fraud or collusion, the guiding factor in 
determining whether the commission 
should approve the compromise or settle- 
ment. The public welfare seemed to war- 
rant approval. Losses resulting on ac- 
count of substituted service would be 
amortized out of a common fund, or the 
fund received from the utility service of 
the electric and transportation depart- 
ments, without materially affecting elec- 
tric rates. Public Service Commission of 
Missouri v. St. Joseph Railway, Light, 
Heat & Power Co. (Case No. 7630). 


3 
Liability of New Occupant for Meter Tampering 


N electric utility company was held 
by the Pennsylvania commission to 
have insufficient grounds for making a 
claim against a customer for meter 
tampering where there was a material 
and substantial dispute regarding the 
condition of the meter at the time the 
customer signed his application for serv- 
ice. 
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Four months after the customer had 
moved into the premises an inspection 
showed certain signs of meter tampering, 
but it was considered unnecessary to 
change the meter at that time. Some of 
the evidence seemed to indicate that the 
meter had been tampered with, if at all, 
prior to occupancy by this customer. 
Three years later a further inspection 
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was made, but the evidence as to the con- 
dition of the meter at that time did not 
satisfy the commission that the customer 
could be held responsible. It declared: 


Inasmuch as the rules and regulations of 
respondent bind the consumer for liability, 
it is the duty of the respondent to see, and 
the consumer is entitled to know at the time 
an application is signed, that the meter to 
register the electric current under the con- 
tract bears no marks, scratches or evidence 
of any nature that could, in the future, be 


used as a basis for a claim of tampering or 
other liability. A utility is not justified in 
placing in service or continuing in service 
a meter or other equipment in improper con- 
dition, Otherwise, as a prerequisite to se- 
curing service, the consumer, in signing a 
contract including liability for damage to 
the company’s meter, may unknowingly be 
assuming liability for damage already done 
to a meter but not yet discovered. 


Keller v. Philadelphia Electric Co. 
(Complaint Docket No. 11225). 


2 
Objective Rate Schedules Established for Gas Users 


HE “low-cost rate plan” of objec- 

tive rates which has been applied 
extensively to domestic electrical service 
was approved for application to residen- 
tial gas customers of the Alabama Nat- 
ural Gas Corporation. The new sched- 
ules would reduce the monthly gas bills 
of all customers using gas in excess of 
300 cubic feet and would affect no cus- 
tomer adversely. Savings to customers 
would vary in proportion to monthly use. 
The commission explained : 


This schedule of rates is to be known as 
the “Low-cost Rate Plan for Residential 
Gas Service.” In addition to the above sav- 
ings afforded to those customers who will 


e 


be served on the new present rate, a new 
inducement rate becomes available to those 
customers desiring to increase their 
monthly use of gas service for domestic 
purposes. This rate plan is similar to ob- 
jective rate plans now in effect in other 
parts of the state, and which have been 
successful in promoting additional use of 
gas at less cost per thousand cubic feet to 
the customers. Under this rate plan, resi- 
dential gas customers in Auburn, Heflin, 
Leeds, Opelika, Reform, Talladega, Tuske- 
gee, and Wetumpka will secure their gas for 
residential use under the same rates as resi- 
dential customers now pay for natural gas 
service in such cities as Montgomery and 
Mobile. 


Re Alabama Natural Gas Corp. (Non- 
Docket 1079). 


Telephone Company’s Depreciation Rate 
Based on Actual Experience 


| ihe Nebraska commission, in a sup- 
plemental order, fixed the depre- 
tation rate of the Northwestern Bell 
Telephone Company at 3.33 per cent, 
tased upon the company’s actual experi- 
ence with debits to its depreciation re- 
erve over a period of twenty-three 
years. The commission in 1934 had 
ixed a composite depreciation rate at 
35 per cent on depreciable property in 
the state. This order was affirmed on 
appeal by the state supreme court and 
ty the United States Supreme Court. In 
1935 the commission fixed a composite 
rate at 3.82 per cent, and an appeal 
which was made from this order to the 


state supreme court was then dismissed. 

A 22-year period, it was said, approxi- 
mated an average cycle or a complete 
turnover of the company’s depreciable 
property, and this method of computa- 
tion had received the approval of the 
courts. Chairman Bollen said: 


With the Supreme Court of the United 
States definitely committed to the test of 
actual experience as against estimates and 
predictions of companies’ engineers, we are 
now of the opinion and so find that the 
same formula should be used by us to com- 
pute respondent’s annual composite depre- 
ciation rate for 1936 


The weighted average of debits to de- 
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preciation reserve for the 23-year period 
was found to be 3.33 per cent of the an- 
nual average of depreciable property. It 
was said that in the 1935 order, fixing 
the rate at 3.82 per cent, the commission 
had found the above figure to be 3.37 per 
cent and had then allowed .45 per cent 
for accrued depreciation, but, continued 
Chairman Bollen, with the following 
explanation : 


We now find that we erred in allowing 
this additional percentage for existing ac. 
crued depreciation. Respondent’s deprecia- 
tion reserve is kept invested in extensions 
and betterments and respondent’s invest. 
ment is thereby kept and maintained intact, 
No additional percentage should be allowed 
to keep investment intact which is already 
intact. 


Re Northwestern Bell Telephone Co, 
(General Order No. 59). 


Minimum Bill of Rural Electric Customer 


PROPOSED rural extension policy of 
A an electric utility company was ap- 
proved by the Michigan commission, 
with the statement which is reproduced 
below : 


The commission has been hesitant to ap- 
prove a domestic rate having as high a 
minimum bill as $4 per month in spite of 
the showing made by the Federal Rural 
Electrification Administration that upwards 
of this amount is necessary in order that 
a customer shall not be a burden on other 
consumers. However, it is recognized that 
the rural customers of this company are 


rather widely separated and will probably 
average in the neighborhood of three or 
less customers per mile. In the rural plan 
later discussed in this order, the company 
also proposes to spend up to $400 per cus- 
tomer in making rural extensions without 
contribution on the part of its customers. 
Under these conditions, the commission be- 
lieves that the $4 minimum monthly charge 
is reasonable and will work to the advan- 
tage of both the company and its customers 
in extending rural electric service. 


Re Menominee & Marinette Light and 
Traction Co. (D-3050). 


Other Important Rulings 


HE Michigan commission, in deter- 

mining whether a motor carrier 
had the right to operate between certain 
points, said that the rights of a common 
carrier by motor vehicle are determined 
by the orders granting certificates of 
public convenience and necessity and the 
restrictions therein as made and entered 
by the commission, and that the extent 
of the right to operate is not determined 
by the filing of tariffs or testimony of in- 
dividuals. Re C. A. Conklin Truck Line, 
Inc. (File C-2303, Docket D-3051). 


In view of the experience of the Michi- 
gan commission in connection with the 
operation of telephone utilities, it ap- 
peared to the commission that in the case 
of many companies it was necessary that 
their annual reports should be analyzed 


and dissected and compared with the ex- 
perience of such companies during the 
several years preceding. The commis- 
sion, therefore, ordered that all such re- 
ports when filed should be turned over 
to the engineering department for check- 
ing, examination, and dissection. Re Ac- 
counts, Records, and Memoranda of 
Telephone Utilities (D-1140). 


The Pennsylvania commission, in au- 
thorizing a foreign corporation to do 
business within the state and to acquire 
the assets of a partnership, said that con- 
tinued service to the public would be 
better assured by the operation of the 
system by a corporation rather than by 
a partnership. Re Triangle Co., of Penn- 
sylvania, et al. (Application Docket Nos. 
34723-34725). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 


MAR. 18, 1937 398 








PREPRINTED FROM 


Public Uttlittes 
‘Reports 


COMPRISING THE DECISIONS, ORDERS, AND 
RECOMMENDATIONS OF COURTS AND COMMISSIONS 


eet ee 


VoLuUME 17 P.U.R.(N.S.) NuMBER 1 


Points of Special Interest 


SUBJECT 
Gas rates for restaurants and house heating 


Competition as affecting discrimination - 

Disposal of impounded funds - - - 
Injunction against rate order - - - 
Commission jurisdiction over competition 
Computation of electric power cost - 

Electric current for street railways - - - 
Commission approval of lease and sale contract 
Uniform accounts for telephone companies 

Electric rates to rural codperatives - - 

Duty to serve rural codperatives - 

Valuation of land and water rights 

Separate allowance for going value - - - 
Agreement with union as affecting service obligations 





These reports are published annually in five bound volumes, with an Annual 
Digest. The volumes are $6.00 each; the Annual Digest $5.00. A year’s 
subscription to Pusitic UTILiTies ForTNIGHTLY, when taken in combination 
with a subscription to the Reports, is $10.00. 


399 MAR. 18, 1937 








Titles and Index 





TITLES 


Blanchard Teleph, Co., Re 
Field, Re 


( Mich.) 


Madison Gas & E. Co., Madison Restaurant Asso. Vv. ...........e2eeeeeeeeees (Wis.) 


Market Street R. Co., Re 
Missouri-Kansas-Texas R. Co., Re 


Pacific Gas & E. Co., Re See Market Street R. Co., Re 


Pacific Gas & E. Co. v. California R. Commission 
Pittsburgh R. Co. v. Public Service Commission 


(U.S.Dist.Ct.) 
(Pa.Super.Ct.) 


Uniform System of Accounts for Class A and B Telephone Utilities, Re 


West Virginia Water Service Co., Re 


Wisconsin Gas & E. Co., Wisconsin State Rural 


Electrification Codrdination Committee v. ........... 0... cece cece ee eeeeee (Wis.) 
Wisconsin Michigan Power Co., Wisconsin State Rural 
Electrification Codrdination Committee v. ...........0 cece cece ee eeee eens (Wis.) 


e 


INDEX 


Accounting, conformity of state and Federal 
systems, 26; uniform system for telephone 
companies, 26 

Appeal and review, Commission decision on 
motor carrier competition, 11. 

Consolidation and sale, ability of purchaser 
as affecting approval, 21; existing authori- 
zation as ground for denying approval, 21; 
indebtedness as ground for disapproval, 21; 
necessity of Commission approval, 21. 

Depreciation, water utility, 40. 


Discrimination, electric rates for street rail- 
way and industrial power, 13; gas rates for 
restaurants and for house heating, 1. 


Expenses, contributions to charity, 40; cost 
of electricity, 13; tax increases, 40. 


Injunction, invalid rate order, 7. 
Leases, necessity of Commission approval, 21. 


Monopoly and competition, Commission juris- 
diction as to motor carriers, 11; powers of 
Commission, 31. 


MAR, 18, 1937 


Rates, availability to codperatives, 31; classes 
of consumers, 13; combined meter reading, 
13; comparisons and competition as affect- 
ing, 13; effect of declining costs, 13; effect 
of voluntary rates, 13; electricity for rail- 
way, 13; electricity to rural codperatives, 
31; gas for house heating and for restav- 
rants, 1; impounded funds, 7; power factor, 
31; presumption as to reasonableness, 13; 
uniformity between utilities, 31. 


Return, water utility, 40. 


Service, absence of monopoly as _ affecting 
duty, 31; need for additional capacity as 
affecting obligation, 31; effect of agreement 
with union, 61; duty to serve competitor, 
31; effect of territorial agreements, 31; 
protection from liability under rules, 31; 
substitution of caretaker for agent, 61; 
term of contract with codperative, 31, 39. 


Valuation, going concern value, 40; invest- 
ment as an element, 40; land, 40; measures 
of value, 40; overheads, 40; water rights, 
40; working capital, 40. 


é 
400 





Diseri: 


Discriy 


PUBLIC UTILITIES 
REPORTS 





WISCONSIN PUBLIC SERVICE COMMISSION 


Madison Restaurant Association 


Madison Gas & Electric Company 


[2-U-983. ] 


Discrimination, § 109 — Rates — Gas — Restaurants and house-heating use. 
1. No substantial difference in character of use of gas, as between res- 
taurants and house-heating customers, was found so as to justify a dif- 


ference in rate classification based solely on alleged differences in use, 
p. 2. 


Discrimination, § 26 — Competitive rates — Benefit to customers generally. 
2. A special rate must be justified not only by a showing that the rate 
is necessary to obtain the business, but by a showing that the great body 
of customers will benefit from obtaining this additional business, p. 3. 


§ 389 — Gas — House heating. 

3. Reduced gas rates to obtain house-heating business are justified when 
such rates are not lower than necessary to obtain the business, are not 
as low as the costs which are added by obtaining the new business, and 
are sufficiently higher than these added costs to pay something towards 
the overhead costs which otherwise would have to be borne in total by 
the other customers, since when these conditions are met, the customers 
not benefiting directly from the special rates will still secure indirect benefits 
by being relieved of some costs which otherwise would be assignable to 
them, p. 3. 


Discrimination, § 109 — Gas rates — Restaurant users — House-heating use. 


4. Rates for gas used by restaurants should not be reduced to the level 
of rates for house-heating use when the utility is not earning an excessive 
return, a very large part of the existing market in the case of restaurants 


[1] 1 17 P.U.R.(N.S.) 
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is now served, a negligible part of the possible load for house heating 
has been obtained under the existing rate, the addition of the house-heating 
customers has increased revenues to the benefit of other customers, and a 
reduction in rates to restaurants would result in a revenue reduction which 
would have to be absorbed by other users of gas, chiefly homes using gas 
only for cooking or water heating, p. 3. 


Service, § 335 — Gas — Heating standards. 
Discussion of heating standards for gas under orders of the Wisconsin 


Commission, p. 5. 


Rates, $§ 383 — Gas — Effect of heating standards. 
Discussion of the relation between heating standards of gas and gas rates 


in Wisconsin, p. 5. 


[January 15, 1937.] 


Pprceenpad against alleged discrimination in gas rates be- 
tween restaurant users and users of gas for house heating; 
dismissed. 


By the Commission: Complaint 
was filed by the Madison Restaurant 
Association on March 23, 1936, to the 
effect that the rates of Madison Gas 
and Electric Company to restaurants 
are unreasonably high and unjustly 
discriminatory, inasmuch as the rate 
for gas house heating is lower. 

Hearings in this case were held in 
Madison on May 27, and September 
9, 1936. The following appearances 
were entered at these hearings: Mad- 
ison Restaurant Association, by S. A. 
Williams; Madison Gas and Electric 
Company, by Olin & Butler, by R. M. 
Reiser, R. B. Brown, President, and 
John St. John, Vice President and 
General Manager. 

[1] The representative of the Res- 
taurant Association, Mr. S. A. Wil- 
liams, presented considerable informa- 
tion purporting to show that restau- 
rants are desirable customers for the 
gas company. This may be summar- 
ized briefly. Restaurants are ordinari- 
ly fairly large users. Gas is used for 
a considerable time each day, and reg- 
17 P.U.R.(N.S.) 


ularly throughout the year. They are 
usually centrally located, generally in 
or near the most dense territory 
served. 

The regularity of use throughout 
the year by restaurants was contrasted 
with the seasonal character of house- 
heating use. It was also alleged that 
the use of gas by restaurants could be 


displaced by other fuels, and hence this § 


was competitive business. Mr. Wil- 
liams further stated that rate reduc- 
tions made in the past have affected 
the average restaurant very little. 

At the second hearing the company 
presented data to show that restau- 
rants as a group do not use gas any 
more regularly throughout the year 
than do residential customers as a 
group. Considerable variation from 
month to month and from year to 
year was shown for individual res- 
taurants. More important, perhaps, is 
the fact that restaurants contribute 
heavily to the gas utility’s peak hour 
and day, which is generally 11 or 12 
o’clock on Thanksgiving morning. 





authc 
such 

essar 
cause 
efit f: 
fact 

those 
ness 
tende 
house 
other 
nounc 
son. 

Wisc 
large 
ness. 
ports, 
server 
31, 1! 
cent ¢ 
tomer 
(2, 
to sh« 
sary 
also | 


MADISON RESTAURANT ASSO. v. MADISON GAS & ELEC. CO. 


This is usually not the coldest day of 
the year, nor at a time of the day 
when gas requirements for house heat- 
ing are large. Thus, gas house-heat- 
ing customers probably do not add 
proportionately to the utility’s peak 
day, even though the consumption oc- 
curs generally during the months of 
large usage by other customers. 

The Commission is of the opinion 
that the testimony does not show such 
substantial differences in character of 
use of gas between restaurants and 
house-heating customers as to justify 
a difference in rate classification based 
solely on such alleged differences in 


use. The special house-heating rate 


of Madison Gas and Electric Compa- 
ny, as well as similar rates for almost 
all other gas utilities in the state, was 
authorized by the Commission because 
such special rates appeared to be nec- 


essary to obtain the business, and be- 
cause the other customers would ben- 
i efit from securing this business. The 
fact that a reduction in rates from 
those previously offered for this busi- 
ness was necessary is indicated by the 
tendency evidenced since 1931 for 
house-heating customers to change to 
other fuels. This was more pro- 
nounced in other places than in Madi- 
son. Furthermore, gas utilities in 
Wisconsin have never obtained a very 
large amount of house-heating busi- 
ness. According to the companies’ re- 
ports, the peak number of customers 
served was 986, reached at December 
31, 1931. This was only .3 of 1 per 
cent of the total residential gas cus- 
tomers. 

[2,3] It is not sufficient, of course, 
to show merely that the rate is neces- 
sary to obtain the business. It must 
also be demonstrated that the great 


body of customers will benefit from 
obtaining this additional business. 
The principles which the Commission 
has followed in approving gas house- 
heating rates, as well as other competi- 
tive utility rates, have been (1) such 
rates should not be any lower than 
necessary to obtain the business, (2) 
such rates must not be as low as the 
costs which are added by obtaining 
the new business, and (3) the rates 
should be sufficiently higher than these 
added costs to pay something towards 
the overhead costs which otherwise 
would have to be borne in total by the 
other customers. If these conditions 
are met, the customers not benefiting 
directly from the special rates will still 
secure indirect benefits by being re- 
lieved of some costs which otherwise 
would be assignable to them. 

[4] The Commission was satisfied 
that the above conditions were met 
before the Madison gas house-heating 
rate was originally authorized. The 
company’s Exhibit 17 shows that the 
conditions were met. The house-heat- 
ing sales in the 1935-36 heating sea- 
son resulted in estimated revenues 
larger than added costs by $5,500. 
This amount is included in operating 
income. In the early part of 1937 this 
income will be reported to the Com- 
mission, and in accordance with the 
usual practice, this report will be an- 
alyzed. If a gas rate reduction ap- 
pears justified by this examination, 
and the company follows its recent 
policy of cooperating with the Com- 
mission in regard to rate reductions, 
the other classes of customers will 
have tangible evidence of the benefits 
they derive from securing house-heat- 
ing sales at the present rate. 

The reverse situation might ensue if 
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the petitioner’s application were grant- 
ed. If restaurants were billed at 
house-heating rates, revenues from 
this class of business would be reduced 
$32,700. Unless the Commission 
could legally find the earnings of the 
gas utility to be excessive, most, if not 
all, of this revenue cut might have to 
be absorbed by other users of gas, 
chiefly homes using gas only for cook- 
ing or water heating. Stated in an- 
other way, if restaurants did not ab- 
sorb their fair share of reasonable 
overhead costs, other users, chiefly 
homes, might have to shoulder the 
burden. 

It was argued by Mr. Williams that 
the use of gas in restaurants, like 
house-heating usage, was competitive 
business, in that other fuels could be 
substituted. This is undoubtedly true 
to a certain extent, and future develop- 
ments may be more serious than ap- 
pears at present. The best evidence of 
whether a utility's rates are low 
enough to meet competition is wheth- 
er the business has been obtained at 
the rates in effect. In the case of res- 
taurants a very large part of the ex- 
isting market is now served. For 
house heating a negligible part of the 
possible load has been obtained. Un- 
less or until such circumstances change 
materially from what the available 
facts now indicate, we do not believe 
that this factor should be given any 
more weight than it is given in the 
present rates. 

The present rate schedule recognizes 
the above competitive factor as well 
as the principle that larger users are 
entitled on a cost basis to a lower aver- 
age price per unit. The average price 
per hundred cubic feet to residential 
17 P.U.R.(N.S.) 


users is 9.4 cents, and to restaurants 
7.4 cents. 

In the preceding discussion we have 
considered the contention that since 
house-heating customers have lower 
rates than restaurants, the rates to this 
latter class of users should be lowered. 
The complainants do not allege, ap- 
parently, that the Madison gas utility 
at the present time is earning an ex- 
cessive return. However, we have 
carefully examined this possibility. 
Computation of the book value rate 
base at December 31, 1935, is shown 
as follows: 


Gas utility fixed capital $2,707,716 


Common property—34.1¢ of total.. 180,800 
$2,888,516 


Less: Depreciation reserve : 
Gas utility 
Joint utility—34.1% .. 
Donations in aid of con- 
struction 


$375,242 
20,100 


127,818 523,160 


Net book value of fixed capital .... $2,365,356 


Materials and supplies 
Cash working capital* 40,700 


Total book value rate base ... $2,520,556 


* 10% of operating expenses during first 11 
months of 1936, adjusted to 12 months’ basis. 


Gas utility operating income during 
the first eleven months of 1936 was 
$147,346. On an annual basis this is 
6.38 per cent of the above rate base. 
Unless year-end adjustments change 
this rate of income materially, and if 
the average rate base for the year is 
not materially different from that stat- 
ed above, 1936 earnings will be some- 
what in excess of a 6 per cent return, 
and there will be some amount avail- 
able for a rate reduction early in 1937. 
A reduction of $32,700 per year, such 
as would result from application of 
the house-heating rate to all urban 
customers, would reduce earnings to 
5.05 per cent of the book value rate 
base previously stated. 
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Mr. Williams, the representative of 
the complainants in this case, discussed 
at considerable length the reduction in 
the heating value standard for gas in 
1920, when this was changed from 
600 to 520 B.T.u. per cubic foot. Dur- 
ing cross-examination on this subject 
he made the following statement (Tr. 
September 9th, page 45) : 

“The Commission is in somewhat 
of a hole on this.” 

In response to a question as to why 
this was so, he stated: 

“Because they had forgotten to cor- 
rect this change as they had agreed to 
do.” 

Mr. Williams is either misinformed 
or has misinterpreted the facts. The 


Commission is not “in a hole” on this 
matter; no phase of it has been for- 
gotten or neglected, nor did the Com- 
mission at any time state an intention 


or agreement to return to the 600 
B.T.U. standard. 
| Although the bearing which the 
matter has on this particular case is 
almost imperceptible, it may be well, 
in view of the allegations made, to re- 
view the history of the Commission’s 
standards regarding the heating value 
of gas. Previous to June 8, 1920, the 
standard specified was a monthly 
average of 600 B.T.U. total heating 
value per cubic foot under standard 
conditions of temperature and pres- 
sure. On September 8, 1920 (P.U.R. 
1920F, 700) an order was issued re- 
ducing this standard to a minimum 
monthly average of 520 B.T.u. under 
the same conditions as before. Each 
utility was expected to maintain a 
standard which would permit the most 
efficient operation and provide the best 
service to customers, without, how- 
ever, falling below the 520 B.T.v. 


minimum average. In this order the 
change made was stated to be for an 
experimental period, effective until 
further order regarding the general 
standard or standards for particular 
utilities. No further orders were is- 
sued until August 3, 1934, when the 
requirements were altered principally 
to facilitate operation under individ- 
ual standards, and to permit adjust- 
ment of rates coincident with increases 
or decreases in B.T.U. values. 

Following the 1920 order practical- 
ly all of the utilities adopted the 520 
B.T.U. standard, but in subsequent 
years several utilities raised their 
standards, the highest established be- 
ing 550 s.t.u. This was in accord- 
ance with the principles of the 1920 
order. Since the 1934 order the 
standards for a few cities have been 
lowered to 510 B.T.u. with corre- 
sponding rate reductions. However, 
most gas utilities in the state are still 
operating under a standard of 520 
B.T.U. per cubic foot. 

The probable effect of the 1920 de- 
crease in heating value on customers’ 
bills was not clear to the Commission 
at that time, as is evidenced by the fol- 
lowing quotation from that order: 

“We are at this time unable to ob- 
tain trustworthy data to admit of mak- 
ing a forecast as to the influence it (a 
lower standard) may have upon 
rates.” 25 Wis. R. C. R. 47, 51, 
P.U.R.1920F, 700, 703. 

The Commission at no time ex- 
pressed disbelief in the findings of the 
Bureau of Standards that, so long as 
other factors were kept constant, the 
usefulness of gas to customers was 
dependent upon its heating value. 
However, in the case before the Com- 
mission other factors influenced the 
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situation. It was contended that in 
1920 many appliances were incorrect- 
ly adjusted and hence were inefficient- 
ly using the 600 B.T.U. gas. If prop- 
erly adjusted to the 520 B.T.U. gas, 
and such adjustment was a condition 
to the change in standard which the 
Commission laid down, the increased 
efficiency of utilization might offset 
the decreased heating value. Further- 
more, some general increase in effi- 
ciency of utilization was to be expect- 
ed from the more uniform quality of 
gas possible with the lower standard. 
This greater uniformity was included 
in the Commission’s requirements, in 
which the permissible variation of 50 
B.T.U. below the 600 B.T.U. month- 
ly average was reduced under the 520 
B.T.U. standard to 21 B.T.U. 


Many other arguments concerning 
the effect on customers’ bills were pre- 


sented by the utilities seeking the 
change in 1920, but the factors pre- 
viously mentioned appear to be the 
important ones in the light of our pres- 
ent knowledge of this subject. 

It appears likely that some increase 
in customers’ bills did occur at the 
time of the decrease from 600 to 520 
B.T.U. To the extent that this oc- 
curred, the change in heating value 
was equivalent to a rate increase for 
all gas utilities in the state. Similarly, 
if the Commission had later done what 
Mr. Williams apparently thinks should 


have been done, and had increased the 
standard back to 600 B.T.U., this 
would have been equivalent to a rate 
decrease for all gas utilities. There 
is no evidence that such a general rate 
decrease for all gas utilities in the state 
would have been justified at any time 
since 1920. For individual utilities 
rate reductions were justified during 
this period, and many such reductions 
were ordered or authorized. These 
reductions were based on the facts sur- 
rounding each case, which is the only 
legal basis that could have been used. 
The Commission, of course, could 
have ordered an increase to the 600 
B.T.U. standard with a concurrent 
increase in rates to compensate. We 
do not see how this would have bene- 
fited the customers, however. 

The decreases in gas rates which 
have been made since 1920 may be 
looked upon as offsets to the increase 
resulting from the lowered B.T.v, 
value, as well as offsetting the actual 
rate increases granted to gas utilities 
during the period 1918-1920, when 
material and labor costs were mount- 
ing rapidly. We trace the history of 
gas rates in Madison in the following 
table, using bills for approximately 
average consumptions of restaurants 
and residences at the present time, and 
assuming that the customers received 
the full benefit of the average B.T.U. 
standard in effect, whether 600 or 
520: 


Net Bills for Average Gas Consumptions 


Standard B.T.v. 
per cu. ft. 


1921—Following change in B.T.U. standard 
May, 1924 

September, 1928 

September, 1932 

August, 1934, to date 
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Restaurants, 20.8 Residences, 1.56 
Million B.T.v. Million B.T.v. 
(40 Mcu.ft.of (3 Mcu. ft. of 
520 n.7.u.Gas) 520 8.T.u, Gas) 
$29.98 $293 
33.35 f 3.25 
33.20 
33.60 
30.12 
30.04 
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The bill for 40,000 cubic feet of 
520 B.T.U. gas is now practically the 
same as the bill in 1915 for 34,700 
cubic feet of 600 B.T.U. gas contain- 
ing the same number of B.T.u. For 
the average residence the present bill is 
3 per cent less than the 1915 bill for 
the same number of B.T.u. In oth- 
er words, even if the full possible in- 
crease in bills occurred when the 
B.T.U. standard was lowered, this has 
since been offset by rate reductions. 


and determines that restaurant users 
of gas supplied by the Madison Gas 
and Electric Company are not reason- 
ably entitled to application of the ex- 
isting schedule for gas house-heating 
service and that the separate rate class- 
ification of house-heating service is 
reasonable and not discriminatory un- 
der the statutes. 

It is therefore ordered that the com- 
plaint of the Madison Restaurant As- 


The Commission therefore finds sociation be and hereby is dismissed. 





UNITED STATES DISTRICT COURT, N. D., CALIFORNIA, S. D. 


Pacific Gas & Electric Company 


Vv. 


Railroad Commission of California et al. 


[No. 3660-S.] 
(16 F. Supp. 884.) 


Injunction, § 49 — Invalid rate order — Determination as to existing rates. 
1. The Federal court, in order to set aside an invalid order of a state 
Commission fixing rates, is not required to determine whether a previous 
rate-fixing order of the Commission which, in the absence of the later 
invalid order, would still be effective, is also invalid because the rates 
therein are excessive, p. 8. 


§ 656 — Impounded funds — Disposal — Termination of suit — Ownmer- 
ship funds. 

2. Money collected by a public utility company and representing the differ- 
ence between charges under existing rate schedules and charges which would 
be effective under a Commission rate reduction order under attack in 
Federal court on the ground of confiscation, which money has been im- 
pounded in court to preserve the status quo during the pendency of the 
action, as between the Commission and the public utility belongs to the 
public utility; and upon the issuance of an injunction restraining enforce- 
ment of the Commission order on the ground that it is void, such money 
should be returned to the utility company and not retained until the court 
ascertains what was a reasonable charge, p. 9. 


[October .., 1936.] 
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UNITED STATES DISTRICT COURT 


F,. qhawcsncsal for rehearing in suit wherein court has issued 

injunction restraining enforcement of rate order; rehear- 

ing denied. For original decision by court, see 13 F. Supp. 931, 

13 P.U.R.(N.S.) 520, and for Commission decision, see 1 
P.U.R.(N.S.) 1. 


APPEARANCES: Chaffee E. Hall, 
Charles P. Cutten, Warren Olney, 
Jr., Allan P. Matthew, and McCutch- 
en, Olney, Mannon & Greene, all of 
San Francisco, for plaintiff; Ira 
H. Rowell, Roderick B. Cassidy, and 
Frank B. Austin, all of San Fran- 
cisco, for defendants; John J. 
O’Toole, City Attorney, and Dion R. 
Holm, Assistant City Attorney, both 
of San Francisco, for intervener city 
and county of San Francisco; C. 
Stanley Wood, City Attorney, and 
John W. Collier, Deputy City Attor- 
ney, both of Oakland, for intervener 
city of Oakland; J. Leroy Johnson, 


City Attorney, of Stockton, for inter- 
vener city of Stockton. 

Before Wilbur, Circuit Judge, and 
St. Sure and Louderback, District 
Judges. 


Wizsur, Circuit Judge: In the 
case at bar the decree enjoined the 
Railroad Commission of California 
from enforcing its order fixing the 
natural gas rates chargeable by the 
Pacific Gas & Electric Company upon 
the ground that the order was void 
because the company was denied due 
process of law in the rate-making pro- 
ceedings before the Commission in 
which the order was made." 


[1] The Commission contends in 


its application for rehearing that be- 
fore a decree enjoining the enforce- 
ment of its void order can be appro- 
priately entered, a court of equity 
must determine whether or not pre- 
vious rates fixed by the Commission 
for supplying such gas are reasonable 
or just and can only interfere with 
the subsequent invalid order if it finds 
that the rates previously fixed by the 
Commission are not excessive. In 
other words, it is contended that in 
order for this court to set aside an 
invalid order of the Commission fix- 
ing rates, it must determine whether 
a previous rate-fixing order of the 
Commission which, in absence of the 
later invalid order, would still be ef- 
fective, is also invalid because the 
rates therein are excessive. 

The Federal courts, acting under 
the Constitution of the United States, 
have no authority over the rate-mak- 
ing power of the states, except to pre- 
vent confiscation of property by rates 
that are too low, or, as in the case at 
bar, to secure to a litigant its right 
to have its rights determined in ac- 
cordance with due process. 


The Federal courts cannot, under 
the Constitution, disturb a rate fixed 
by state authority in accordance with 
the requirements of due process be- 
cause of a claim that notwithstanding 





1 As to what constitutes a “hearing” as re- 
quired by the due process clause of the Fed- 
eral Constitution (Amendments 5, 14) see a 
recent decision rendered by the Supreme 
Court (May 25, 1936), subsequent to the 


17 P.U.R.(N.S.) 


decree herein (Morgan v. United States, 298 
U. S. 468, 80 L. ed. 1288, 56 S. Ct. 906) 
confirming the view expressed in our opinion 
and decision herein. 
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the determination of the rate-making 
body of the state that the rates are 
reasonable and just, the rates are in 
fact unreasonable and unjust. Such 
power would in last analysis transfer 
the rate-making power to the Federal 
courts, and would deprive the state 
and its rate-making Commissions of 
all real authority over rates. Such a 
result has been uniformly, repeatedly, 
and consistently repudiated by the 
Federal courts, and particularly by the 
Supreme Court. 


The petitioners herein are charged 
with the duty and clothed with the 
power of the state to fix rates, and 
should be the last to petition a Federal 
court to set aside as excessive and 
void its own determination that its 
rates are just and reasonable.* Nor 


does it substantially alter the situation 
that rates reasonable when fixed may 


become unreasonable or excessive by 
reason of changed conditions. The 
remedy of those served by a public 
utility against excessive or extortion- 
ate rates lies with the Railroad Com- 
mission and not with the courts. It is 
seldom that a court can say that a 
rate is so excessive and unreasonable 
as to require redress where the court 
is unaided by the conclusions of a 
rate-making body or by some arbi- 
trary rule of law such as the long and 
short haul prohibitions of Constitu- 
tion or statute. The tendency of all 
recent legislation and decision is to 
place the rate-making power in the 
hands of administrative bodies hav- 


ing legislative authority to fix rates 
after due hearing and to make such 
rates so determined conclusive upon 
the world unless they are clearly so 
low as to effect a confiscation of the 
property of the utility without the 
just compensation required by the 
Constitution of the United States. 
To contend that a court of equity has 
power to fix rates in order that equity 
may be done between the utility and 
the consumer is in the teeth of the 
entire modern trend of statute and 
decision giving conclusive effect to the 
rates fixed by the rate-making author- 
ity. To hold that such power is nec- 
essary incident to the power to enjoin 
the enforcement of a rate-making or- 
der because it has been made without 
a proper hearing would be a particu- 
larly obnoxious form of interference 
with the rate-making power of the 
state. 

The petitioner assumes that in or- 
der to state a cause of action in equity 
to enjoin the enforcement of a void 
order fixing rates it is necessary to 
show that a previous order fixing 
rates is not void for an entirely differ- 
ent reason, namely, that the rates are 
excessive. Logically the same re- 
quirement would exist if the attack 
was upon the ground that the second 
order fixed the rates too low. The 
decisions do not support this conten- 
tion. It is not the law. 

[2] The Commission calls atten- 
tion to the fact that a large sum of 
money has been impounded in court 





2Section 65 of the Public Utilities Act of 
California provides that the orders of the 
Railroad Commission, when final, shall be 
conclusive. Cal. Stats. 1915, p. 160, § 65. 

8Section 71 of the Public Utilities Act of 
California, as amended in 1925 (Cal. Stats. 
1925, p. 648; Stats. 1931, p. 1687 [Vol. 2, 


General Laws, Act. 6386, p. 3534]), provides 
that reparation shall not be allowed the con- 
sumer because rates are excessive or unreason- 
able where the rates complained of are fixed 
by the Commission by formal finding as rea- 
sonable. 
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by collection of the old rate during 
the pendency of the case. This fund 
was impounded merely to preserve the 
status quo during the pendency of the 
action, and was stipulated to, author- 
ized, and required solely because of 
the well-founded claim that if the con- 
sumers did not pay from month to 
month during the pendency of the ac- 
tion it would be difficult, if not impos- 
sible, to collect from them after de- 
cision. As between the Railroad 
Commission and the public utility, the 
money so collected belongs to the pub- 
lic utility. Even if the court had the 
power to fix just rates retroactively, 
which we deny, it should not exercise 
that power merely because the Com- 
mission has, as it claims, no such pow- 
er. By requiring the impounded 
funds to be paid to the company the 


court merely does what was intended 
to be done when the order for im- 
pounding was made as it was intend- 
ed to turn the same over to the com- 
pany in the event that the rate-making 
order requiring the payment of a 
lesser amount was invalid. To retain 
this fund until the court ascertained 
what was a reasonable charge is al- 
together unnecessary as well as for- 
eign to the purpose of such impound- 
ing, and would be an effort to dis- 
charge a duty vested in the Commis- 
sion and not in the court. It would 
require a delay wholly unnecessary in 
a case which has been prolonged en- 
tirely too long by the effort of the 
master and the court to ascertain a 
just and nonconfiscatory rate at the 
time the order was made.® 
Petition for rehearing denied. 





#Section 17(b) of the Public Utility Act 
of California (Cal. Stats. 1921, p. 1355) pro- 
hibits a public utility company from charging 
a greater or less, or different compensation 
than fixed by its schedules in effect or on file, 
or to refund or remit directly or indirectly in 
any manner or by any device any portion of 
~ rates, tolls, rentals, and charges so speci- 

ed. 

See also, § 71 referred to in note 3. 

5 The Commissioners cite and rely upon the 
decision of the Supreme Court in Central 
Kentucky Nat. Gas Co. v. Kentucky R. Com- 
mission (1933) 290 U. S. 264, 265, 78 L. ed. 
307, 3 P.U.R.(N.S.) 384, 54 S. Ct. 154, where- 
in the court stated that the disputed portion of 
the rate impounded in the hands of a receiver 
in that case should have been retained by 
him as custodian of the Railroad Commission. 
But that decision was based upon a contract 
so providing and not upon general principles 
of equity. As to the latter, the view of the 
Supreme Court is clearly expressed and sus- 
tains our conclusion. We quote as follows: 


“There are nevertheless some limitations 
upon the extent to which a Federal court of 
equity may properly go in prescribing such 
conditional relief, which are inherent in the 
nature of the jurisdiction which it exercises. 
District courts may set aside a confiscatory 
rate prescribed by state authority because for- 
bidden by the Fourteenth Amendment, but 
they are without authority to prescribe rates, 
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both because that is a function reserved to the 
state, and because it is not one within the 
judicial power conferred upon them by the 
Constitution. See Newton v. Consolidated 
Gas Co. 258 U. S. 165, 66 L. ed. 538, P.U.R. 
1922B, 752, 42 S. Ct. 264; Reagan v. Farmers 
Loan & T. Co. (1894) 154 U. S. 362, 397, 38 L. 
ed. 1014, 14 S. Ct. 1047, 4 Inters. Com. Rep. 
560; Honolulu Rapid Transit & Land Co. v. 
Hawaii (1908) 211 U. S. 282, 53 L. ed. 186, 29 
S. Ct. 55; cf. Keller v. Potomac Electric 
ew Co. (1923) 261 U. S. 428, 67 L. ed. 731, 

Ct. 445; O’Donoghue v. United States 
(i938 289 U.S. 516, 77 L. ed. 1356, 53 S. Ct. 


Mer his court has warned that the power to 
attach conditions to decrees enjoining state 
rates should be cautiously exercised. New- 
ton v. Consolidated Gas Co., supra. The prac- 
tical effect of a denial of relief unless the 
plaintiff will submit to a rate, the reasonable- 
ness of which he challenges, is to make the 
surrender of the right to invoke a distinctively 
state legislative function the price of justice 
in the Federal courts. The practice would 
tend to curtail the exercise of that function 
by action of a court which is itself without 
authority either to exercise it or to prevent 
the state from doing so. Such interference 
with the legislative function is not a proper 
exercise of the discretionary powers of a 
Federal court of equity. See Honolulu Rapid 
Transit & Land Co. v. Hawaii, supra.” (3 
P.U.R.(N.S.) at p. 388.) 
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PENNSYLVANIA SUPERIOR COURT 


Pittsburgh Railways Company et al. 


Public Service Commission 


(— Pa. Super. Ct. —, 188 Atl. 549.) 


Appeal and review, § 44 — Commission decision — Motor carrier competition 


— Burden of proof. 


1. A Commission decision on the question of whether motor coach service 
should be furnished in territory partly served by a street railway company 
and an affiliated motor coach company is purely administrative and will be 
affirmed unless the Commission order is shown by those attacking it to be 
unreasonable or not in conformity with law, p. 11. 


Monopoly and competition, § 11 — Commission jurisdiction — Motor carriers. 
2. Whether a monopoly of carrier service should be maintained or whether 
competition by a motor bus company with an existing street railway and 
its bus subsidiary should be permitted, and, if so, to what extent, are 
questions for the Commission to decide, p. 11. 


[December 17, 1936.] 


F  iggessee from Commission order granting certificate of con- 
venience and necessity for motor bus service; affirmed, 


Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
Parker, James, and Rhodes, JJ. 

APPEARANCES: M. F. Macfar- 
lane, P. A. Fleger, and E. P. Grif- 
fiths, all of Pittsburgh, for appellants ; 
John C. Kelley and Harry H. Frank, 
Samuel Graff Miller, and Richard J. 
Beamish, all of Harrisburg, for ap- 
pellee; Thos. D. Murray, of Pitts- 
burgh, for intervener. 


PaRKER, J.; [1, 2] This is an ap- 
peal from an order of the Public 
Service Commission granting to the 
Brentwood Motor Coach Company a 
certificate authorizing it to furnish 
unrestricted passenger service by mo- 


tor bus over definite routes between a 
point on Wood street in the city of 
Pittsburgh and the town of Library, 
located some distance to the south of 
the city of Allegheny county. The 
route was intended to accommodate, 
among others, residents of Brent- 
wood and Library, persons living 
along the Baptist road, as well as a 
large number of persons visiting the 
recreation grounds maintained by the 
county and known as South Park. 
The Pittsburgh Railways Company 
and Pittsburgh Motor Coach Com- 
pany, which have been serving much 
of the territory affected by the order, 
protested the granting of the certifi- 
cate and are the appellants here. They 
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say that the order of the Commission 
is not supported by sufficient legally 
competent evidence. We cannot agree 
with that contention for the question 
presented to the Commission was a 
purely administrative one, and the ap- 
pellants have failed to sustain the bur- 
den that is on them to show that the 
order is unreasonable or not in con- 
formity with law. Steward v. Pub- 
lic Service Commission (1935) 119 
Pa. Super. Ct. 353, 181 Atl. 329. 

The Pittsburgh Railways Company 
furnishes street car service to the city 
of Pittsburgh and also serves the en- 
virons of that large city. As part of 
its system it has been operating a line 
from Pittsburgh south to Library, 
passing within three fourths of a mile 
of South Park and also operating a 
separate route over the Brownsville 
road to Brentwood. An affiliate of 
the street railway company, the Pitts- 
burgh Motor Coach Company, has 
been operating under a certificate by 
a route which parallels the street car 
line to Library with a side route 
reaching and circling South Park. 
The Brentwood Company, acting un- 
der a certificate, has been furnishing 
passenger service directly and by 
means of transfers between Pitts- 
burgh, Brentwood, South Park, and 
Library, on a restricted basis. Each 
of these companies has been supply- 
ing some service that the other did not 
furnish and some portions of all 
three lines are parallel. 


The appellants, as we have noted, 
say that the order was made without 
support of any evidence showing ne- 


cessity. They must mean by that 
contention not that there is no proof 
of need for service, but rather that 
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the public need which does exist is 
supplied by the facilities which the 
public enjoyed prior to the granting 
of this certificate, for the record is re- 
plete with evidence that there is need 
for service to be furnished by some 
one. To mention only a part of such 
evidence we have the fact that all 
three companies have been furnishing 
service to persons in the locality with 
some data as to the extent of such 
service. There is testimony by per- 
sons living on Baptist road that they 
have no passenger accommodations 
and other testimony showing a need 
for service between intermediate 
points. There is also evidence as to 
the inconvenience of making transfers 
which would be avoided if the pres- 
ent certificate is allowed to stand. 
There was proof of facts with rela- 
tion to the establishment by the coun- 
ty of an extensive park near the 
southern limits of the territory to be 
served, and that public officials were 
asking for additional passenger serv- 
ice in order that the people of Pitts- 
burgh and vicinity might enjoy those 
recreational advantages. We have 
also certain facts of which the Com- 
mission could properly take notice 
without proof, such as the population 
of the towns and townships to be 
served. All of this certainly fur- 
nished the basis for a conclusion that 
there was need for bus passenger 
service. 

Such being the situation, the ques- 
tion presented to the Commission was 
to determine who or how many should 
be permitted to participate in the per- 
formance of that service and that 
question presented a purely adminis- 
trative problem, the authority to de- 
termine which has been delegated by 
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the legislature to the Public Service 
Commission. 

It is important in this connection to 
observe the dual nature of the func- 
tions performed by the Commission. 
Some of their problems are quasi ju- 
dicial and at times involve constitu- 
tional rights of parties, and others are 
purely administrative questions. The 
only problem presented to the Com- 
mission in this case as to which there 
was room for controversy involved 
the question of competition. Should 
a monopoly be maintained, or should 
there be competition, and if so, to 
what extent? These were questions 
for the Commission. “To what ex- 
tent there shall be competition in the 
intrastate transportation of freight 
and merchandise (or passengers) by 
common carrier is largely a matter of 
policy, which the legislature has com- 
mitted to the Public Service Commis- 
sion, and the question is, for the most 
part, an administrative one, that must 
be left to the sound judgment and dis- 
cretion of the Commission. And its 
decision, if based on competent and 
relevant evidence, will not be dis- 


turbed by this court unless we are con- 
vinced that it is unreasonable or not 
in conformity with law.” Beaver 
Valley Service Co. v. Public Service 
Commission (1936) 122 Pa. Super. 
Ct. 221, 223, 186 Atl. 304, 305. 
“We have frequently pointed out 
that the Commission has jurisdiction 
to determine what transportation 
service is necessary and desirable for 
the convenience, comfort, and safety 
of the public, and that such question 
is an administrative one that must be 
left to the sound judgment of the 
Commission, and, when that judg- 
ment has been exercised and is based 
upon competent and relevant evi- 
dence, the conclusion cannot be dis- 
turbed by this court, unless it is made 
clearly to appear that the action is un- 
reasonable and not in conformity with 
law. This court may not substitute 
its judgment for that of the Commis- 
sion.” York Motor Express Co. v. 
Public Service Commission (1933) 
111 Pa. Super. Ct. 169, 172, 169 Atl. 
396, 397. 

The order of the Commission is 
affirmed. 
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Re Market Street Railway Company 


[Application No. 20337.] 


Re Pacific Gas & Electric Company 


[Case No. 4105.] 
[Decision No. 29286.] 


Expenses, § 122 — Cost of electricity — Average cost computation — Exclusion 


of surplus power service. 


1. Inclusion of surplus power kilowatt hours in an average cost computa- 
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tion is to dilute the average costs incorrectly, where computation of average 
cost per kilowatt hour is made in the case of an electric utility which inter- 
changes energy; deliveries of such power should be excluded as well as 
revenue, p. 18. 


Rates, § 146 — Reasonableness — Effect of declining costs. 
2. The mere showing of a decline in average costs is not necessarily suffi- 
cient to justify the conclusion that a reduction to a single large consumer 
of a class is warranted, when the record is silent on the costs to serve 
that particular consumer and class and is incomplete respecting other classes 
of service, p. 18. 


Rates, § 159 — Reasonableness — Classes of consumers — Amount of consump- 
tion. 
3. Rate reductions should be accorded to those classes of consumers which 
have earned reductions by increased consumption or who in the past have 
carried an undue share of the cost burden, in order that the utility may 
secure or hold business which it would otherwise lose, p. 19 


Rates, § 313 — Combined meter reading — Current to electric railway. 

4. Where an electric utility is burdened with fixed costs incidental to capital 
investment in separate lines, feeders, meters, and other such equipment, 
as well as current operating and maintenance expenses incurred in main- 
taining separate points of delivery to serve a street railway, such should 
be recognized by considering each point of metering separately for billing 
purposes unless the rate structure is designed to reflect a consolidation, p. 
19. 


Discrimination, § 104 — Rates — Street railway and industrial power. 
5. Rates for electric current supplied to a street railway are not shown 
to be discriminatory by evidence that the application of primary industrial 
power schedules to a load similar to that of the street railway would result 
in lower rates to the street railway, p. 19. 


Rates, § 137 — Comparisons — Effect of competition. 
6. A competitive rate cannot fairly and equitably be used as a measure 
to determine the proper level of a rate not so affected by competition, p. 
19. 


Rates, § 180 — Reasonableness — Effect of voluntary rates. 
7. A rate voluntarily entered into between two parties cannot reasonably 
be used as a yardstick to determine a just and reasonable rate to others 
unless there is shown a reasonable similarity in the services and conditions 
which led to the voluntary rate, p. 20. 


Rates, § 184 — Presumption as to reasonableness — Voluntary rates — Other 
parties. 
8. That a rate for electric current furnished to a street railway company 
fixed by voluntary agreement must be presumed to be reasonable as to 
the parties does not imply that such rate is likewise reasonable for service 
furnished to another street railway by another company in another city, 
p. 20. 


[November 23, 1936.] 


| ighereiecenneet of rates charged by an electric utility company 
to a street railway company for current supplied; dismissed. 
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RE MARKET STREET RAILWAY CO. 


APPEARANCES: William M. Ab- 
bott and Thelen & Marrin, by Max 
Thelen, for Market Street Railway 
Company; C. P. Cutten and R. W. 
Du Val, by R. W. Du Val, for Pa- 
cific Gas and Electric Company ; John 
J. O’Toole and Dion R. Holm, for 
city and county of San Francisco; 
present from the Commission’s staff : 
Claude C. Brown, Chief Engineer. 


WHITSELL, Commissioner : 


Present Proceeding 


Under the above application, filed 
January 7, 1936, Market Street Rail- 
way Company, hereafter referred to 
as applicant, requested the Commis- 
sion to institute a formal investigation 
into the rates charged applicant by 
Pacific Gas and Electric Company, 
hereafter referred to as Pacific, for 
railway power service under Schedule 
P-9. On February 10, 1936, the 
Commission, in response to applicant’s 
request, ordered an investigation into 
the rates and practices of Pacific in 
supplying electric energy to appli- 
cant. 

Public hearings were held on Feb- 
ruary 20th, 21st; March 31st; April 
Ist, and June 16th. The record con- 
sists of 61 exhibits, 53 of which were 
filed by applicant and the remainder 
by Pacific, and 469 pages of report- 
ers’ transcript of oral evidence. The 
above-entitled proceedings were con- 


solidated for hearing and decision, 
and the case was submitted on briefs 
June 16th. Subsequently briefs have 
been filed and the case is now ready 
for final decision. 


Previous Proceedings 


The present rate under which ap- 
plicant receives service (Schedule P- 
9) was established by Commission’s 
Decision No. 13316 (24 Cal. R. C. R. 
638-652), effective April 1, 1924. 
The above-named decision was a sup- 
plemental order to Decision No. 
11457 (22 Cal. R. C. R. 744-804, 
P.U.R.1923C, 385) effective January 
20, 1923. Decision No. 11457 was 
the result of a major electric case, fix- 
ing all electric rates on the Pacific’s 
system. It was under this decision 
that a railway power schedule was 
first established. Prior to this time 
railway rates were based upon special 
contracts.* 

Since 1924 the rate under this 
schedule has remained unchanged al- 
though it has come under general re- 
view with schedules for other classes 
of service in 1928 (31 Cal. R. C. R. 
239) ; in 1930 (34 Cal. R. C. R. 212); 
and in 1932 (38 Cal. R. C. R. 263). 
This is, however, the first time the 
Commission has formally reviewed 
this rate in a separate proceeding. 


Railway Power Service Rendered by 
Pacific 


Pacific serves twelve electric rail- 





1It was deemed reasonable that the Com- 
mission should so act in order to accord 
applicant the privilege due it inasmuch as the 
latter was unable to challenge the reasonable- 
ness of the rate charged because of the limi- 
tations imposed under § 60 of the Public Util- 
ities Act. 

2 Thus the Commission said, in part (22 
Cal. R. C. R. 744, 788, P.U.R.1923C, 385, 443) : 
“The rates at present in effect have been 


based on special contracts with the different 
railway companies, but in general are fairly 
uniform. The rate for service to the Market 
Street Railway Company is provided, under a 
special contract between the Sierra & San 
Francisco Power Company, and that railway 
company as successor to the original party to 
the contract. A standard railway serv- 
ice rate is, therefore, fixed for all railway 
service on the combined systems.” 


17 P.U.R.(N.S.) 





CALIFORNIA RAILROAD COMMISSION 


ways under its Schedule P-9. Of 
these twelve railways, applicant’s sys- 
tem is the most important. Its annual 
power bills exceed $1,000,000 and 
comprise over 45 per cent of the entire 
railway revenue secured under this 
schedule. Delivery to applicant’s sys- 
tem is made over an 11-kilovolt net- 
work, consisting of 82.79 circuit miles 
of lines owned by Pacific, with the ex- 
ception of approximately 10 miles be- 
longing to applicant. 

The energy supplied is 3-phase al- 
ternating current power delivered and 
metered at eight widely separated sub- 
stations owned by applicant. This 
energy is converted*® in applicant’s 
substations to 600-volt direct current 
which is employed in the operation of 
the cars on applicant’s system. 


Applicant’s Claims 

Applicant’s contention is that the 
rate fixed by the Commission (24 Cal. 
R. C. R. 638) in 1924 must be taken 
to be presumptively just and reason- 
able at the time when established, but, 
due to changed conditions the rate to- 
day is unreasonably high and discrimi- 
natory. This is claimed to be true be- 
cause (a) there has been no change 
in the rate since 1924; (b) substantial 
reductions in the cost to serve have 
been realized by Pacific; (c) material 
rate reductions have been made to oth- 
er classes of consumers; (d) the pri- 
mary or high voltage industrial power 
customer enjoys a lower rate; and (e) 
the Los Angeles Railway Corporation 
receives a lower rate from the South- 


ern California Edison Company Ltd. 

From applicant’s claims it is clear 
that the issues raised in this case re- 
volve around the question of the rea- 
sonableness of the railway rates ac- 
corded under Schedule P-9, both as to 
rate level and relationship with rates 
for other classes of service. 


Review of Evidence 


The evidence of record has been 
carefully reviewed and analyzed. It 
appears unnecessary to here discuss, in 
detail, all the factual matters present- 
ed. 

Applicant is Pacific’s largest single 
electric consumer. It likewise has cer- 
tain very favorable load characteristics 
due to its uniformity of demand, high 
power factor, and better than average 
load factor. These favorable factors 
are, however, partially offset by the 
fact that the railway load contains lit- 
tle diversity. 

The record clearly establishes the 
fact that sales to applicant’s system are 
now materially lower than when the 
rate was first established, as shown in 
Table I* following: 


TABLE I 
Average Annual 
Peak Rate-¢ Load 
Per Factor 
Kw. Hr. % 
(3) (4) 
0.860 47.0 
0.833 
0.833 
0.836 


Energy 
Purchased Demand 
Kw. Hr. Kw. 
(2) 
34,900 
33,996 
36,510 
31,280 


Year 


1923 
1924 
1928 
1935 


143,809,640 
146,844,900 
156,329,050 
125,340,290 


This reduction in consumption of 
nearly 13 per cent is directly opposite 
to the trend of consumption of other 





8 Converting equipment to the extent of 
20,500 kilowatts is owned by Pacific and is 
carried at a historical cost of $651,336 (Tr. 
Exh. 49). Pacific makes no claim that this 
investment should be considered but acquiesces 
to the Commission ruling (22 Cal. R. C. R. 
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16 


744, P.U.R.1923C, 385; 24 Cal. R. C. R. 638, 
654) that such services as are rendered by 
this investment should be covered by special 
agreement between the parties and not made 
a part of the rate. 

From Applicant’s Exhibit No. 3. 
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important classes of service. For in- 
stance, the sales ® to the general power 
consumers have nearly doubled and to 
the lighting consumers (including 
cooking and heating) have more than 
tripled during this same period. This 
trend in sales is important and will be 
referred to later. 

The record shows there has been 
no® reduction in the railway power 
rate under Schedule P-9 since 1924, 
while substantial ? reductions, both by 
order of the Commission and by vol- 
untary action on the part of Pacific, 
have been made in schedules serving 
other important classes of consumers. 

The major portion of the record is 
given over to the question of the mag- 
nitude of the downward trend in the 
average cost to Pacific of rendering 
service, to the power rates granted to 
primary industrial users, and to the 
similarity between applicant’s situation 
and that of the Los Angeles Railway 
Corporation. These will be discussed 
in the order named. 


Cost of Service 


The record is silent on what it cost 
to render the railway service when the 
rate was established in 1923-24 or in 
any subsequent year to date. 


On the theory that production and 
transmission costs constitute the bulk 
of the costs to Pacific of rendering 
railway service, applicant introduced 
extensive studies on the trend of said 
cost from 1923-1925 through the year 
1935. Using the costs developed for 
the years 1923-1925 as 100 per cent, 
it was the contention of applicant that 
all system production and transmission 
costs had declined an average of 15.93 
per cent by the end of year 1935. This 
conclusion was sharply challenged by 
Pacific whose contention was that, 
following applicant’s method but cor- 
recting for claimed errors in said 
method, the reduction in costs was not 
more than 3.26 per cent.® 

The contentions of the two parties 
will now be briefly considered. It 
may be said that the wide differences 
in result flow from three major 
causes ; namely, the capital base used ; 
the depreciation allowance; and the 
primary substation output used as the 
divisor to determine the cost per kilo- 
watt hour. 

It appears that applicant erred in 
using as a starting point a capital 
base ® rejected by the Commission in 
the original order under which the P-9 
rate was established (22 Cal. R. C. R. 





5 General Power Sales 1923 1935 

(M Kw. Hr.) 485,124 890,915 
All lighting and heating 

and cooking 192,167 645,103 

(See Defendant’s Exhibit 53 and Tr. 309) 

e- Applicant’s Exhibit 3 and 36, Tr. 9-10; 

23-124. 

7 Applicant’s Exhibit 44 & 45, Tr. 120-124. 
Thus exhibits 44 and 45 indicate the following 
annual reductions : 

1928 .... $2,418,900 

1930 .... 3,020,000 

1935.... 1,600,000 (Limited to the year 1935) 
1936 .... 3,924,000 

Exhibit 45 indicates that the 1936 reduction 
“can be calculated as equivalent of 4 to 
per cent of the gross on the basis of its 
present annual electric department revenues.” 


(2] 


8 Thus Applicant’s Exhibit 61 revised shows : 
Average costs of Production and Transmission 
per Kw. Hr. of Primary Substation Output. 

Average of Present Costs Changes in 

Years 1923 Based upon Cost between 

and 1925 1935 Operations 1923-25 &’35 

10.512 mills 8.838mills 15.93% decrease 


Pacific’s Exhibit 51 shows: 
9.567 mills 9.084 mills 5.05% decrease 


As per transcript (p. 295) the 5.05% (Index 
94.95) is reduced to 3.26% (Index 96.74) when 
utilizing certain changes in cost of money 
which are also understood to be incorporated 
in revised Exhibit 61 of applicant. 

® This capital base was approximately $19,- 
000,000 more than found reasonable (Defend- 
ant’s Exhibit 50, Tr. 282). 
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744, P.U.R.1923C, 385) and that Pa- 
cific is correct in using the capital base 
found reasonable in said order. 
While it appears that both parties 
may have erred ® in the depreciation 
allowance used, the effect in the final 
result is not believed sufficiently ma- 
terial to warrant further discussion. 
[1] The most important difference 
arises from the lack of agreement as 
to the proper primary substation out- 
put to be used as a divisor in comput- 
ing average cost per kilowatt hour. 
Beginning with the year 1931, follow- 
ing the consolidation of Pacific and its 
affiliates, there occurred an_ inter- 
change of electrical energy, which re- 
sulted each year in deliveries to the 
subsidiaries. It is these deliveries 


which give rise to the controversy. 
Applicant included these deliveries as 
power actually generated and trans- 


mitted and thus secured a lower cost 
at the terminal year 1935, while Pa- 
cific eliminated them both as to kilo- 
watt hours and revenue on the theory 


that they were surplus or dump pow- . 


er sales, and accordingly secured a 
higher cost and a lesser downward 
trend. 

It appears that the important ques- 
tion here is whether or not this inter- 
change represents firm or surplus pow- 
er sales. Pacific claims that they were 
surplus or dump power sales for which 


an average rate of approximately 2 
mills was received. This claim re- 
mains unchallenged. On this basis it 
appears that, to include surplus power 
kilowatt hours in the average cost 
computation, is to dilute the average 
costs incorrectly. Surplus sales are 
not to be confused with firm power 
sales and, as long as something more 
than increment costs are received for 
same, the revenues thus realized are 
beneficial to all other classes of con- 
sumers. In the instant case it appears 
reasonable that Pacific’s method, based 
upon the evidence of record, gives re- 
sults which are more nearly correct 
from a rate-making standpoint. 

[2] It appears that the average pro- 
duction and transmission costs have 
declined.“ In our opinion the mere 
showing of a decline in average costs 
is not necessarily sufficient evidence to 
justify the conclusion that a reduction 
to a single consumer of a class is war- 
ranted, when the record is not only si- 
lent on what it costs to serve that par- 
ticular consumer and class, but like- 
wise is most incomplete respecting 
other classes of service. 

In this case there is in addition, the 
somewhat unusual situation that the 
average rate paid by applicant is less 
than the average system costs for pro- 
duction and transmission.” Pacific 
claims that, in addition, certain distri- 





10 Mr. Jacobs for applicant used a constant 
judgment depreciation rate (Exhibit 17, Tr. 
64-65) throughout the period, which, accord- 
ingly, had no effect upon the cost trend, but 
inasmuch as it was applied to a higher capital 
base it did unduly increase the depreciation 
allowance, and thus the cost per kilowatt 
hour. Mr. Thomas for Pacific used the actual 
company book allowance, prorated when neces- 
sary (Exhibit 50, Tr. 286-288). Pacific’s Ex- 
hibit 50 shows that the depreciation allowance 
for transmission was unduly low in 1923 and 
1925, compared with Decision No. 11457 (22 
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Cal. R. C. R. 744, 777, P.U.R.1923C, 385) and 
the year 1935, and hence tended to denress the 
cost trend. 
11Tt is obvious that such decline is much 
less than that claimed by applicant. 
12 Average cost of Production 
and Transmission 1923-35 1935 
Mills Mills 


Applicant claimed (Exhibit 61) 10.512 8.838 
Pacific claimed (Exhibit 50) .. 9.567 9.084 


Average Rate Paid: 


By applicant (Exhibit 3) .... 846 836 
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bution costs, approximating 1 mill, 
should be included. 

Applicant’s position is that it is en- 
titled to a rate below the average cost, 
due to its favorable load characteris- 
tics; that such was the condition in 
1923-24, and with reduced costs of 
operation, its present rate level should 
reflect this saving. 

[3] I cannot agree that the condi- 
tions are essentially the same today as 
when the railway rate was established. 
As already noted the sales to applicant 
have declined rather materially, while 
sales to other consumers have in- 
creased very sharply. It was in part 
through this increase in sales that 
many of the reductions in rates have 
been warranted. Not only through 


savings due to larger volume but also 
through the demands calling for new 
lower cost producing equipment be- 


cause of these new demands. It ap- 
pears reasonable to accord reductions 
to those classes of consumers which 
have earned reductions by increased 
consumption or who in the past, have 
carried an undue share of the cost bur- 
den, in order that the utility may se- 
cure or hold business which it would 
otherwise lose.”® 


It is my conclusion that applicant 
has failed to show that the existing 
rate under Schedule P-9 is unfair or 
unreasonable because of the reduced 
costs to Pacific in rendering service 
generally. 


The Primary Industrial Power User 


[4-6] Applicant ealls attention to 
two primary industrial power sched- 
ules of Pacific, Schedules P-5 and P- 
30, and claims that the application of 
these, to a load similar to its own, 
would result in lower rates than it re- 
ceives under Schedule P-9. Applicant 
further contends that, in the applica- 
tion of these primary power schedules, 
its meter readings at the eight points 
of delivery should be combined for 
billing purposes. The application of 
these two schedules (which are not 
applicable to railway service) does re- 
sult in a lower average rate if the me- 
ter readings are combined. However, 
if the billing is based upon separate 
meter readings, P-5 becomes higher 
than P-9 but the average rate under 
P-30 still remains lower by approxi- 
mately 12 per cent. The relevancy of 
such a comparison goes, of course, to 
establish that other similar classes of 





131t is well established that cost to serve 
is but one of the many elements that should 
be given consideration in the fixing of the 
level of rates as well as the spread between 
the different classes of service. This Com- 
mission has in many cases expressed itself on 
this subject and may well quote with advan- 
tage here what was said when Schedule P-9 
was originally established (22 Cal. R. C. R. 
744, 784, P.U.R.1923C, 385, 438): “The 
fixing of rates and the equitable division 
of charges on a system as extensive as 
that of applicant is a problem in the solu- 
tion of which no exact rule or formula 
can be used. The approximate cost of render- 
ing the several classes of service; the economic 
value of the service to the individuals and 
groups of consumers; the rates heretofore in 
effect and their results upon the operations of 


the consumers; the elimination of discrimina- 
tory conditions amongst classes and districts 
and the general effect on future development 
of business of new rates must be considered 
in the division among the various classes and 
groups of consumers of the total revenue 
which the company is entitled to receive. 
Forms of rates must be relatively simple, yet 
must meet the widely varying conditions of 
retail and wholesale service. It is impossible 
and uneconomical to attempt to fix rates such 
that each district or each class of consumer 
will return to the company an equal rate of 
compensation for the average proportion of 
the plant necessary for their service. The 
system is so extensive and receives power 
from so many points that the service to the 
different classes of consumers is largely inter- 
dependent as to costs.” 
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power users are now receiving lower 
rates and, if a similar rate is not 
granted to applicant, discrimination is 
permitted. 

In the first place, I cannot agree 
with applicant that meter readings 
should be combined under Schedules 
P-5 and P-30 for the purpose of test- 
ing the reasonableness of Schedule P- 
9. The present filing prohibits such 
combination and, more important, the 
rate structures themselves do not con- 
template such a combination. Where 
a distributing agency is burdened with 
the fixed costs incidental to the capi- 
tal investment in separate lines, feed- 
ers, meters, etc., as well as the cur- 
rent operating and maintenance ex- 
penses incurred in maintaining sepa- 
rate points of delivery, such should be 
recognized by considering each point 
of metering separately for billing pur- 
poses unless the rate structure is de- 
signed to reflect a consolidation; no 
such claim is here shown or made. 
The fact that common ownership 
may prevail at the different points of 
delivery results in but minor savings 
in costs, and is not sufficient to change 
the standard practice recounted above. 

The filing of Schedule P-30," ef- 
fective January 1, 1936, made it pos- 
sible for certain consumers, formerly 
on Schedule P-5, to receive a reduc- 


tion and likewise made it possible to 
secure other marginal power business. 
The record shows, and it is not dis- 
puted, that the filing of Schedule P-30 
was made primarily to meet competi- 
tion and was not designed to return 
full costs of service to the power com- 
pany.” This Commission has uni- 
formly permitted and sanctioned the 
meeting of competitive rates—Modes- 
to Irrig. Dist. v. Pacific Gas & E. Co. 
(36 Cal. R. C. R. 766, P.U.R.1932B, 
203). There is no competitive situ- 
ation developed in the instant case in 
reference to the railway load and we 
can only conclude that, accordingly, 
there is no discrimination. It would 
be inherently unfair and inequitable to 
use a competitive rate such as Sched- 
ule P-30 as a measure to determine 
the proper level of a rate not so af- 
fected by competition. 


The Los Angeles Railway Corpora- 
tion Situation 


[7, 8] Applicant presented exten- 
sive testimony for the purpose of 
showing that there existed a marked 
degree of similarity between its sys- 
tem and that of the Los Angeles Rail- 
way Corporation. 

Los Angeles Railway Corporation 
is served by Southern California Edi- 
son Company Ltd. This railway has 





14 Attention should be called to the nature 
of the filing of the rate under Schedule P-30. 
This was a voluntary filing and this Commis- 
sion has not passed upon the reasonableness 
of the rate; but merely has received the filing 
as provided under § 63(b) of the Public Utili- 
ties Act. This is the practice accorded all 
voluntarily reduced rate filings which do not 
appear to warrant being suspended. This does 
not mean, however, that their reasonableness 
may not be challenged at a later date. 

15 Thus in response to questions by Mr. Du 
pi Mr. Beckett for Pacific answers (Tr. 

2 
Q. Was Schedule P-5 and P-30 filed pred- 
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icated on a cost of service basis? A. Only to 
the extent that we made sure that it did not 
go below the increment cost. 

Q. Was it filed because the company be- 
lieved that this class of business was yielding 
more than a fair share of costs? A. Not at 
all. The purpose of filing this schedule when 
it was filed was, as I said, primarily to meet 
competition, and thus to enable us to retain 
certain business which it looked as if we 
would lose if we did not make such a reduc- 
tion, and also to enable us to secure additional 
business at something more than the marginal 
or increment cost, which would not be other- 
wise available to us. 
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enjoyed a lower rate * since 1923 (the 
period covered in the record) than ap- 
plicant. The rate schedule or special 
contract under which it has purchased 
energy has likewise been limited to 
itself and one other large railway in 
the metropolitan area of Los Angeles. 
Pacific’s Schedule P-9 has been open 
to all electric railways without regard 
to size or area served. 

It is clear that the Commission in 
1923, when schedules for both rail- 
ways were established, recognized and 
granted the southern railways a lower 
rate. Since that time the rate differ- 
ential in favor of Los Angeles Rail- 
way Corporation has been still fur- 
ther increased by mutual agreement 
between the two parties. Applicant 
presented no evidence as to the rea- 
sonableness of the present rate nor 
what return it yielded, if any. 

It does not appear reasonable to use 
a rate voluntarily entered into between 
two parties as a yardstick to deter- 
mine a just and reasonable rate to 
others, unless there be shown a rea- 


sonable similarity in the services and 
conditions which led to the voluntary 
rate. 

While it may be taken that these 
two railway systems have much in 
common in respect to certain of the 
physical and operating characteristics, 
there is no evidence to show the effect 
of this agreed rate upon the earnings 
of the Edison Company nor under 
what conditions or why it was entered 
into nor that similar conditions exist 
between the two parties in this case. 

Counsel for applicant contends that 
the rate voluntarily granted Los An- 
geles Railway Corporation by Edison 
must be presumed to be reasonable. I 
agree with the presumption as far as 
the Los Angeles Railway and South- 
ern California Edison Company are 
concerned, but the implication that it 
is likewise reasonable for the parties 
herein does not necessarily follow. 

It is my conclusion that applicant 
has failed to show that the present 
rate under Schedule P-9 of Pacific is 
unjust or unreasonable. 





16JIn 1923 the Commission established a 
railway rate of 7.75 mills per kilowatt 
hour (23 Cal. R. C. R. 1019) compared 
with 8.33 mills realized by applicant. This 
schedule remained in effect until May l, 
1930, when the rate was reduced to 7.325 
mills (Tr. 137). This latter schedule was 
canceled and superseded by a 5-year special 


contract (with a further condition that con- 
tract may be extended one year, depending 
upon the coming in of Boulder power) be- 
tween Edison and the Railway on September 
1, 1933 (Tr. 137). The rate realized under 
this contract for the year 1934 averaged 6.63 
mills (Tr. 138) compared with 8.34 mills 
paid by applicant. 





MICHIGAN PUBLIC UTILITIES COMMISSION 


Re Rose M. Field, Doing Business As 
the Blanchard Telephone Company 


[T-568.] 


Leases, § 2 — Necessity of Commission approval. 
1. A lease of telephone property has no legal status unless the lease and 
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the terms and conditions under which it is made have been authorized by 
Commission order, p. 23. 


Consolidation, merger, and sale, § 13 — Necessity of Commission approval — 
Contract or option. 
2. A contract or option to purchase telephone property is conditional upon 
the approval of the Commission in case the parties seek to consummate 
the sale, p. 23. 


Consolidation, merger, and sale, § 25 — Grounds for denial of approval — 
Existing authorization. 

3. The owner of telephone property is not in a position to sell and transfer 
such property to another and obtain the approval of the Commission there- 
for when the Commission has by an earlier order approved the sale of 
the property to another proposed purchaser, if it does not appear on the 
records of the Commission that there has been either an abandonment of 
the authority granted or a consummation of the same or that the expiration 
of the time limit for such consummation has expired, p. 24. 


Consolidation, merger, and sale, § 31 — Grounds for disapproval — Indebtedness 
for toll charges collected. 

4. The sale of telephone facilities and property should not be approved 
over the objection of a connecting telephone company to which the owner 
of the property is indebted for toll charges collected until such charges 
have been satisfactorily adjusted, in view of the general control by the 
Commission of all telephone lines and companies and the Commission’s 
duty to investigate any alleged neglect or violation of the laws of the 
state by anyone doing a telephone business, including a statute expressly 
providing that the person or company on whose lines messages originate 
shall be responsible to and make settlement with the person or company 
owning or operating the terminal line for the share of such person or 
company in the joint telephone rate or charge for such message, p. 24. 


Consolidation, merger, and sale, § 28 Factors affecting approval — Financial 
and managerial ability of purchaser. 


5. The Commission before approving the sale of telephone property and 
facilities should require evidence to show that the proposed new ownership 
and the management would be in competent hands, sufficiently financed, 
and likely to render efficient telephone service to the public, p. 25. 


(Voorntes, Commissioner, concurs.) © 


[November 18, 1936.] 


F gregory for authority to sell telephone property; applica- 
tion denied without prejudice. 


¥ 


By the Commission: November 6, 
1936, Rose M. Field, doing business 
as the Blanchard Telephone Compa- 
ny of Blanchard, Michigan, and 
Walter O. Brock filed with the Com- 
mission a petition representing that 
the former owns and operates certain 
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telephone property at Blanchard in 
Isabella county, Michigan; that Wal- 
ter O. Brock of Grand Rapids, Michi- 
gan, desires to purchase the same; that 
said parties have agreed upon said 
purchase and sale conditioned on the 
approval of this Commission; and, 
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jointly ask that authority, consent, 
and approval of such sale be granted 
by the Commission. Attached to said 
petition as Exhibit A is a purported 
bill of sale of all the physical assets of 
the Blanchard Telephone Company to 
said Walter O. Brock (except real es- 
tate). 

Due notice of hearing on said ap- 
plication has been given to said par- 
ties and also to the Union Telephone 
Company which operates the toll line 
from said company and also to the 
clerks of the various townships and 
municipalities served by said compa- 
ny. A hearing was held on said mat- 
ter at the offices of the Commission 
in Lansing, Michigan, on November 
18, 1936, at which time Rose M. Field 
appeared in person, Walter O. Brock 
appeared by Fred C. Wetmore, Attor- 
ney, acting on behalf of Kinsey & 
3uys, the real estate brokers acting for 
Walter O. Brock in said matter, and 
the Union Telephone Company ap- 
peared by Seth Q. Pulver, its Attor- 
ney, and William J. Melchers, Gen- 
eral Manager. Testimony was taken 
and various exhibits introduced. 

The Commission finds that the fol- 
lowing situation appears from the ap- 
plication, testimony, and exhibits of- 
fered in said matter: 

Rose M. Field appears to be the 
owner of a telephone utility serving 
the public in the townships of Rolland, 
Isabella county, Millbrook, Mecosta 
county, and Home and Belvidere 
townships in Montcalm county. The 
business is conducted under the name 
of the Blanchard Telephone Company. 
An agreement has been entered into 
by said owner to sell the physical as- 
sets (except real estate) of said com- 
pany to Walter O. Brock for $6,500, 


subject to the approval of this Com- 
mission. 

In September, 1932, Rose M. 
Field being then the owner of the 
Blanchard Telephone Company en- 
tered into what purported to be a lease 
of the property of the company to one 
Donald F. Leyda for a term of three 
years beginning October 1, 1932, end- 
ing October 1, 1935, for a monthly 
rental of $30, plus certain additional 
percentages of gross receipts in ex- 
cess of $3,000 per year. At the same 
time the above-named parties entered 
into an agreement or option whereby 
the owner agreed to sell the said prop- 
erty to the above-named lessee within 
said period of time under certain 
terms and conditions. 

[1] It appears that this lease has 
never been approved by this Commis- 
sion and no approval of the same has 
ever been sought from the Commis- 
sion. Section 11707, Compiled Laws 
of 1929, expressly provides that such 
a lease of telephone lines or facilities 
shall be lawful only when the parties 
desiring to lease the same shall join 
in an application to this Commission 
and it shall be made to appear to the 
Commission that such lease is in fur- 
therance of public convenience and ne- 
cessity; and only after the Commis- 
sion shall, by its order, authorize such 
lease and the terms and conditions un- 
der which the same shall be made. It 
would therefore appear that this al- 
leged lease has no legal status and that 
the statutory rights, privileges, duties, 
and responsibilities in the operation of 
a telephone utility in this state con- 
tinued to rest with Rose M. Field, do- 
ing business under the name of the 
Blanchard Telephone Company. 

[2] The same statute applies where 
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any telephone company desires to sell 
its lines or facilities to any other tele- 
phone company. The contract or op- 
tion to purchase entered into between 
Rose M. Field and Donald F. Leyda 
at the time the above-alleged lease 
was entered into would, therefore, be 
equally conditional upon the approval 
of this Commission in case the parties 
sought to consummate said sale. On 
October 7, 1935, Rose M. Field, do- 
ing business as the Blanchard Tele- 
phone Company, and Donald F. Ley- 
da filed a joint petition with this Com- 
mission asking for authority by Rose 
M. Field, as owner, to sell the tele- 
phone property referred to in this 
opinion to said Donald F. Leyda. 
This joint application was likewise 
accompanied by a bill of sale, marked 
Exhibit A, in which Rose M. Field 
sold and conveyed to Donald F. Leyda 
(subject to the approval of this Com- 
mission) all the physical assets of the 
telephone property herein referred to. 

[3] A hearing was held on this 
application on October 21, 1935, after 
due notice to all the parties and all 
the communities concerned. On Au- 
gust 18, 1936, an order thereon was 
made by this Commission based upon 
the testimony and exhibits taken at 
said hearing and subsequent rehear- 
ings whereby Rose M. Field was au- 
thorized to sell and Donald F. Leyda 
was authorized to acquire, own, and 
operate said telephone utility as well 
as the property, franchises, and facili- 
ties of three other telephone compa- 
nies located near Blanchard, the other 
telephone companies having also 
joined in the application and hearing 
whereby Donald F. Leyda sought ap- 
proval of a consolidation of said four 
companies. However, in this order it 
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was provided that the approval of the 
purchase and sale of said properties 
as therein granted should expire De- 
cember 31, 1936, unless such purchase 
and sale were consummated; and it 
was further provided that upon com- 
pletion of such sale and upon filing of 
formal notice thereof with the Com- 
mission the proper certificate of con- 
venience and necessity would be is- 
sued. Nothing has been filed with this 
Commission to indicate that any such 
sale or any portion thereof has been 
consummated, and the information 
conveyed to the Commission by hear- 
say testimony at the present hearing 
was to the effect that the proposed 
purchases and sales referred to in the 
Commission’s order of August 18, 
1936, have been abandoned, however, 
it would appear that until such time 
as the records of the Commission shall 
satisfactorily show either an abandon- 
ment of the authority granted in said 
order or a consummation of the same, 
or until the expiration of the time lim- 
it in said order for such consumma- 
tion; namely, December 31, 1936, the 
owner applicant herein, namely, Rose 
M. Field, would not be in a position to 
sell and transfer said property to an- 
other and obtain the approval of the 
Commission therefor. 

[4] It further appears from the tes- 
timony and exhibits in the present 
hearing that the Blanchard Telephone 
Company owes the Union Telephone 
Company $489.09 for toll service per- 
formed by the Union Telephone Com- 
pany on messages originating with the 
Blanchard Telephone Company. The 
Union Telephone Company is a tele- 
phone utility operating telephone fa- 
cilities in this state in compliance with 
and under the statutes and the rules 
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and regulations of this Commission. 
It appears that a contract has been en- 
tered into between the Blanchard 
Telephone Company and the Union 
Telephone Company for such toll 
services. 

The statute expressly provides that 
all persons operating telephone lines 
and exchanges doing a telephone busi- 
ness in this state are common carriers ; 
that this Commission shall have gen- 
eral control of all such telephone lines 
and telephone companies and shall in- 
vestigate any alleged neglect or viola- 
tion of the laws of the state by any- 
one doing a telephone business. The 
statute also requires all persons doing 
a telephone business to perform 
switching service for the transmission 
of messages and establish joint rates, 
tolls, and charges when required by an 
order of the Commission. Section 


11706, Compiled Laws of 1929, ex- 
pressly provides that the person or 


company on whose lines messages 
originate shall be responsible to and 
make settlement with the person or 
company owning or operating the ter- 
minal line for the share of such per- 
son or company in the joint telephone 
rate or charge for such message. The 
Union Telephone Company has ap- 
peared in this matter and objected to 
a transfer of all the physical assets 
and property of the Blanchard Tele- 
phone Company, the result of which 
might be compelling the Union Tele- 
phone Company to resort to an action 
at law in the courts, and against Rose 
M. Field, individually, for the collec- 
tion of such unpaid toll charges. Most 
of these charges were accumulated 
subsequent to the expiration of the 
so-called lease to Donald F. Leyda. 
Disregarding the question as to the le- 


gality of such lease of the question of 
personal liability of Rose M. Field for 
such tolls, the indebtedness is admit- 
ted, the amount is not in dispute, and 
these services were performed by the 
terminal telephone company in trans- 
mitting messages received from the 
lines of the Blanchard Telephone 
Company. These charges come with- 
in the purview of the statute and the 
sale and purchase of the telephone fa- 
cilities and property of the Blanchard 
Telephone Company should not be ap- 
proved by this Commission over the 
objection of the Union Telephone 
Company until such charges have been 
satisfactorily adjusted. 

[5] No evidence was adduced at 
this hearing to indicate that the pro- 
spective purchaser, Walter O. Brock, 
has any experience in the management 
of a telephone utility. He did not ap- 
pear in person and his interests were 
represented only by the real estate 
brokers who stated that it was the in- 
tention of the purchaser to employ 
some one else to render the services. 
It is, therefore, to be assumed that his 
purchase is for investment purposes. 
The income of this company is quite 
limited. It appears that this telephone 
utility has accumulated approximately 
$500 unpaid debts for toll service and 
approximately $400 in unpaid taxes 
and penalties. It is the duty of this 
Commission to look after the public 
interests and see that adequate tele- 
phone service is rendered by a public 
utility to its subscribers. The history 
of this telephone exchange would seem 
to lead to a fair inference that this 
proposed sale and purchase would not 
serve the public convenience and ne- 
cessity although in view of the other 
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obvious complications the Commission 
does not feel impelled to reach a final 
conclusion in that regard at the pres- 
ent time. The least that can be said 
in that regard would be that the Com- 
mission should require evidence to 
show that the proposed new ownership 
and the management would be in com- 
petent hands, sufficiently financed, and 
likely to render efficient telephone 
service to the public. 

For the reasons which appear in the 
foregoing opinion the Commission 
finds that the proposed purchase and 
sale shall not be approved. 


VoorHIESs, Commissioner, concur- 
ring: I concur in the conclusions 
reached in the opinion and order 


signed by the majority of the Com- 
missioners to the effect that on the 
proofs as presented the proposed pur- 
chase and sale of the telephone prop- 
erty of the Blanchard Telephone Com- 
pany should not be approved. I do 
not, however, join in the belief that 
the fact that the Blanchard Telephone 
Company may be indebted to the Un- 
ion Telephone Company for tolls col- 
lected should have any bearing in the 
decision of this matter. 

I therefore find and so order that 
the application should be dismissed 
without prejudice, however, to the fil- 
ing of another application if or when- 
ever changes or circumstances and 
conditions would seem to warrant the 
same. 
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Re Uniform System of Accounts for 
Class A and B Telephone Utilities 


[No. 15501 A & B Telephone, P.U.C. Or. Order No. 3955.] 


Accounting, § 6 — Uniform systems — Conformity with Federal authority. 
1. A statute authorizing the Commissioner to prescribe uniform accounting 
systems for utilities and providing that all forms of accounts shall conform 
as nearly as practicable to similar forms prescribed by Federal authorities 
is not to be interpreted to mean that the systems of accounts to be pre- 
scribed in the state must be identical in every respect with the systems pre- 
scribed by Federal regulatory bodies or that the Commissioner is estopped 
from requiring utilities to keep their books of accounts and other records 
in such a manner that the information essential to effective regulation can be 


expeditiously obtained, p. 28. 


Accounting, § 54 — Telephone companies — Uniform system — Segregation of 


exchange and toll. 


2. A uniform system of accounts for Class A and Class B telephone utili- 
ties should require fixed capital, operating revenue, operating expense, an 
depreciation accounts to be subdivided between exchange and toll systems, 
in order that information may be obtained, without expensive and time- 
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taking audit work, to facilitate a determination of the question whether or 
not the return from a toll or exchange system is excessive or inadequate, 


p. 28. 


[December 31, 1936.] 


| geneity for the prescribing of a uniform system of 
accounts for Class A and Class B telephone utilities; 
uniform accounts prescribed. 


McCo.tocu, Commissioner: The 
Commissioner on his own motion in- 
stituted this proceeding by entering on 
December 6, 1935, P.U.C. Oregon 
Order No. 3083 for the purpose of 
giving all Class A and B telephone 
utilities operating in Oregon an oppor- 
tunity to be heard in the matter of the 
proposed adoption for Oregon of the 
Uniform System of Accounts for 
Telephone Companies, effective Janu- 
ary 1, 1936, as prescribed by the Fed- 
eral Communications Commission in 
Telephone Division Order No. 7-C. 

Said Order No. 3083 provided a 
date for a hearing, but owing to the 
litigation commenced in the district 
court of the United States for the 
@ southern district of New York against 
the Federal Communications Commis- 
sion by the American Telephone and 
Telegraph Company et al., respecting 
said system of accounts and for the 
further reason that the Federal Com- 
munications Commission postponed 
the effective date of said system of ac- 
counts, the Commissioner deemed it 
inadvisable to proceed further in the 
matter and entered Order No. 3113 
indefinitely postponing said hearing. 

The Supreme Court of the United 
States by its decision of December 7, 
1936 (299 U. S. —, 81 L. ed. —, 16 
P.U.R.(N.S.) 225, 57 S. Ct. 170) af- 
firmed the decree of the district court 
of the southern district of New York, 
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which denied, except with respect to 
two minor points, the complaint of the 
American Telephone and Telegraph 
Company et al. 

In view of the said decision and the 
announcement by the Federal Com- 
munications Commission that it in- 
tended to make said system of ac- 
counts effective January 1, 1937, ex- 
cept as modified by the decree of the 
district court, the Commissioner en- 
tered Order No. 3900 on the 9th day 
of December, 1936, setting the matter 
down for hearing and giving due no- 
tice thereof to all Class A and B tele- 
phone utilities operating in the state 
of Oregon. Said hearing was held on 
December 22, 1936, at the office of the 
Commissioner in Salem at the hour of 
10 o'clock a. Mm. before the Commis- 
sioner in person and Examiners M. 
W. Van Scoyoc and T. O. Russell, at 
which time and place the following ap- 
pearances were entered: Omar C. 
Spencer, Portland, Attorney, appear- 
ing for The Pacific Telephone and 
Telegraph Company; E. D. Wise, 
Portland, Vice President and General 
Manager, appearing for The Pacific 
Telephone and Telegraph Company; 
C. V. Angove, Seattle, Washington, 
Inventory and Costs Engineer, appear- 
ing for The Pacific Telephone and 
Telegraph Company; R. D. Sheldon, 
Seattle, Washington, Assistant to 
General Auditor, appearing for The 
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Pacific Telephone and Telegraph Com- 
pany; D. F. Smith, Portland, Chief 
Engineer, appearing for The Pacific 
Telephone and Telegraph Company ; 
F. E. Miller, Hood River, Auditor, 
appearing for Oregon-Washington 
Telephone Company. 

Following said hearing, and on De- 
cember 29, 1936, the West Coast Tele- 
phone Company, a Class A telephone 
company operating in this state, filed 
a memorandum relating to said system 
of accounts which has been incorpo- 
rated in the record in this proceeding 
and considered in the findings herein- 
after set forth. 

All of the Class A and B telephone 
utilities operating in the state of Ore- 
gon also operate in other states, mak- 
ing them subject to the accounting re- 
quirements of Order No. 7-C of the 
Federal Communications Commission. 
No objections were offered by said 
Class A and B telephone utilities to 
the adoption for Oregon of the Uni- 
form System of Accounts for Tele- 
phone Companies as prescribed by the 
Federal Communications Commission 
in Telephone Division Order No. 7-C; 
provided, however, the modifications 
of the district court are incorporated 
in said system of accounts. 

Objections, however, were raised to 
the Commissioner’s proposal to re- 
quire the fixed capital, operating rev- 
enues, operating expenses, and depre- 
ciation accounts of said A and B tele- 
phone utilities to be subdivided be- 
tween exchange and toll systems in 
Oregon. The requirements with re- 
spect to fixed capital, operating reve- 
nues, and operating expenses are in- 
corporated in the Uniform System of 
Accounts for Telephone Companies, 
prescribed by the Interstate Commerce 
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Commission effective January 1, 1913, 
and which is in effect in this state at 
the present date through adoption by 
order of the Public Service Commis- 
sion of Oregon on February 15, 1917. 

[1] Section 61-211, Oregon Code 
1930, which empowers the Commis- 
sioner to prescribe uniform accounting 
systems for utilities, recites in part as 
follows: 

“All forms of accounts which may 
be prescribed by the Commission shall 
conform as nearly as practicable to 
similar forms prescribed by Federal 
authority.” 

This provision is not interpreted to 
mean that the systems of accounts to 
be prescribed for Oregon utilities must 
be identical in every respect with the 
systems prescribed by Federal regula- 
tory bodies or that the Commissioner 
is estopped from requiring utilities to 
keep their books of accounts and other 
records in such a manner that the in- 
formation essential to effective regula- 
tion can be expeditiously obtained 
without the necessity of long and ex- 
pensive examination and audits of the 
utility’s books and records. 

[2] The Commissioner’s proposal 
does not involve the form of the ac- 
counts prescribed, but only requires 
additional subdivisions of certain pre- 
scribed accounts. The Federal Com- 
munications Commission recognized 
that subdivisions of the prescribed sys- 
tem of accounts might be necessary 
and therefore incorporated in said Or- 
der No. 7-C the following proviso: 

“It is further ordered, that nothing 
herein contained shall be construed as 
prohibiting or excusing any such car- 
rier or receiver or operating trustee of 
any such carrier, from subdividing the 
accounts hereby prescribed in the man- 
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ner ordered by any state Commission 
having jurisdiction or to the extent 
necessary to secure the information 
required in the prescribed reports to 
such Commission.” 

The principal objections to the pro- 
posed subdivisions were with respect 
to the segregation of the depreciation 
reserve balances between the various 
toll and exchange systems and the 
keeping of the debits and credits to the 
depreciation reserve separate by toll 
and exchange systems. 

It was stated that such a require- 
ment was impracticable and would 
present innumerable difficulties and, 
furthermore, would cause increased 
accounting expense which might ulti- 
mately be reflected in rates to the sub- 
scribers. The Commissioner realizes 


that difficulties will be encountered in 
meeting such a requirement but is not 


convinced that such difficulties cannot 
be overcome. 

The test of the reasonableness of 
a such a requirement seems to be wheth- 
Her the increased accounting costs in- 
I volved outweigh the value of the in- 
i formation obtained therefrom. The 
i experience of this Commission in nu- 
# merous formal rate cases has clearly 
i demonstrated that information of this 
acharacter cannot be obtained except 
athrough expensive and _ timetaking 
H audit work unless such information is 
currently recorded on the books of the 
futility as a part of its regular account- 
jing procedure. In the intervals be- 
atween formal rate cases the Commis- 
sioner is without adequate informa- 
tion from which he can determine 
whether or not the return from a toll 
or exchange system is excessive or in- 
adequate. This does not make for ef- 
fective regulation. 


A literal interpretation of the pro- 
posed requirement of subdivision with 
respect to depreciation would doubt- 
less involve the determining of indi- 
vidual rates of depreciation for many 
small exchanges of the Class A and B 
telephone utilities in this state, some of 
said exchanges having as few as two 
subscribers. Such refinement is ob- 
viously unnecessary and a further 
study should be made by the Commis- 
sioner’s accounting staff in conjunc- 
tion with the representatives of the 
Class A and B telephone utilities for 
the purpose of determining a sound 
and practical working plan for the 
subdivision of the depreciation and 
other accounts for toll and exchange 
systems. 

The Commissioner having consid- 
ered the foregoing, together with all 
matters presented at said hearing and 
the records and files herein, does now, 
therefore, 

Order and direct that the Uniform 
System of Accounts for Telephone 
Companies prescribed by the Federal 
Communications Commission in Tele- 
phone Division Order No. 7-C, Issue 
of June 19, 1935, effective January 1, 
1936, as same is modified by the de- 
cree of the district court for the south- 
ern district of New York, be and the 
same is hereby adopted and prescribed 
for all Class A and B telephone util- 
ities conducting an intrastate telephone 
business in the state of Oregon. 

It is further ordered and directed 
that the following instructions be in- 
corporated in the said system of ac- 
counts under General Instruction 2.— 
Records: 

(E) 

(1) Telephone companies shall keep 
their fixed capital accounts for Ore- 
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gon in such a manner as will enable 
them to report to the Commissioner : 

(a) The cost of fixed capital devot- 
ed solely to any exchange system. 

(b) The cost of fixed capital devot- 
ed solely to any toll system. 

(c) The cost of fixed capital used 
in common by exchange and toll sys- 
tems. 

(d) The cost of fixed capital added 
and retired, together with the cost of 
removal and salvage of fixed capital 
retired, for each of the systems re- 
ferred to in Items (a), (b), and (c) 
above. 

(2) Telephone companies shall keep 
their operating revenue accounts for 
Oregon in such a manner as will en- 
able them to report to the Commis- 
sioner : 


(a) The revenues from exchange 
service received by each exchange sys- 


tem. 

(b) The revenues from toll service 
received by each toll system. 

(3) Telephone companies shall keep 
their operating expense accounts for 
Oregon in such a manner as will en- 
able them to report to the Commission- 
er: 

(a) The operating expenses pertain- 
ing solely to any exchange system. 

(b) The operating expenses pertain- 
ing solely to any toll system. 

(c) The operating expenses which 
are common to exchange and toll sys- 
tems. 

Note:—Operating expenses re- 
ferred to in Items (a), (b), and (c) 
above shall include the expense of de- 
preciation, rents, taxes, etc. 

(4) Telephone companies shall keep 
their depreciation reserve account for 
Oregon in such a manner as will en- 
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able them to report to the Commis- 
sioner : 

(a) The balance thereof and the 
debits and credits pertaining solely to 
any exchange system. 

(b) The balance thereof and the 
debits and credits pertaining solely to 
any toll system. 

(c) The balance thereof and the 
debits and credits which are common 
to exchange and toll systems. 


Definitions 


1. An exchange system is defined as 
the property devoted to telephone serv- 
ice within the area referred to and de- 
scribed in contracts with subscribers 
as that within which local service is 
furnished at exchange rates. 

2. A toll system is defined as the 
property devoted to the operation of 
Jong-distance or toll lines which con- 
nect different exchange systems where 
a charge is made for the use of such 
lines separate and apart from the 
charge for exchange service. 

It is further ordered and directed 
that a further study be made by the 
Commissioner’s accounting staff in 
conjunction with representatives of 
Class A and B telephone companies 
within ninety days from date hereof 
for the purpose of preparing a prac- 
tical working plan for the subdivision 
of the depreciation and other accounts 
of Class A and B telephone companies, 
as hereinabove ordered. 

It is further ordered and directed 
that Class A and B telephone utilities 
shall on and after January 1, 1937, 
keep their accounts and records in ac- 
cordance with the uniform system of 
accounts prescribed by the Federal 
Communications Commission in Tele- 
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phone Division Order No. 7-C, as 
modified by the decree of the district 
court for the southern district of New 
York, and including the additional in- 
struction hereinabove set forth; that 
the said Class A and B telephone util- 
ities shall on and after January 1, 
1937, be relieved from keeping their 
books of account and records in ac- 
cordance with the system of accounts 
prescribed by the Interstate Commerce 
Commission, effective January 1, 
1913, and adopted by the Public 
Service Commission of Oregon on 
February 15, 1917. 

It is further ordered and directed 
that Class A and B telephone com- 
panies report to the Commissioner, as 
well as to the Federal Communications 
Commission, such matters as are re- 
quired by General Instructions 2C, 
2D, 5B, 9, and 21 of said system of 
accounts. 

It is further ordered and directed 


that before any adjustments shall be 
made to the books of a Class A or 
Class B telephone utility under the 
provisions of General Instructions 20 
and 21, requiring the plant accounts 
of Class A and Class B telephone com- 
panies to be stated on the basis of 
“original cost,’”’ which affect telephone 
plant used in intrastate operations in 
this state, that same shall first be sub- 
mitted to the Commissioner for ap- 
proval. 

It is further ordered and directed 
that upon the promulgation by the 
Federal Communications Commission 
of the modifications to said system of 
accounts required by the decree of the 
district court for the southern dis- 
trict of New York, this proceeding be 
reopened to consider same. 

It is further ordered and directed 
that jurisdiction herein be expressly 
retained for the reasons hereinabove 
set forth. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Wisconsin State Rural Electrification 


Coordination Committee 


Wisconsin Gas & Electric Company 


[2-U-990.] 


Rates, § 328 — Electric — Rural coéperatives — Power factor clause. 
1. An electric utility company was permitted to apply its standard power 
factor clause to the rate for rural coOperatives until its reasonableness or 
unreasonableness could be checked in the light of actual load data, it appear- 
ing that no rural codperative load of the size which could qualify for this 
rate was being served within the state, p. 35. 
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Service, § 157 — Term of contract — Rural codperatives. 
2. The minimum term of contract available to rural codperatives should 
be no more than required of alternative long-term primary rate customers 
(three years) in all territory where such rate is applicable, and the company 
may require a 5-year term for connections to its lines at points outside of 
said territory, p. 35. 


Service, § 299 — Protection from liability — Rules and regulations — Electric 
utility. 
3. Authorization to an electric utility company furnishing service to co- 
Operatives to apply such of its rules and regulations, and such other reason- 
able rules and regulations embodied in a service contract as may appear 
necessary in each particular case, to protect the company from secondary 
liability and interference with standard service to its customers and impair- 
ment of service to telephone subscribers adjacent to its lines, permits the 
company to protect itself against secondary liability by adequate means, 
p. 35. 
Service, § 119 — Duty to serve — Effect of territorial agreements. 
4. Territorial agreements cannot be invoked to refuse service to an applicant 
who proposes to connect within an electric company’s admitted territory, 
p. 36. 
Service, § 144 — Grounds for denying service — Requirement of additional 
capacity. 
5. An electric utility company cannot refuse to furnish current to codpera- 
tive associations, under terms and conditions safeguarding the utility, on 


the ground that such service will require additional transmission plant 
capacity beyond what is necessary to serve within its own territory, p. 
36. 


Service, § 128 — Grounds for denying service — Absence of monopoly. 
6. An electric utility company cannot deny service to codperative associa- 
tions on the ground that it is not guaranteed permanent and exclusive patron- 
age of such a customer ; a utility cannot refuse to serve except under condi- 
tions of absolutely no competition and exclusive monopoly, p. 36. 


§ 330 — Electric — Service to codperatives — Availability — Primary 
voltage. 

7. An electric utility company which was required to furnish service to 

rural cooperatives was permitted to qualify the availability clause of the 

rate to primary voltages of 35 kilovolts or less, p. 37. 


§ 367 — Electric — Service to rural coéperatives — Availability. 

8. An electric utility company which was ordered to establish a rate for 
service to rural electric codperative associations was permitted to adopt 
an availability clause limiting service under such rate to individual rural 
utilities or cooperatives wishing to contract to take their entire requirements 
from the company for resale and distribution to ultimate users but not 
for wholesale redistribution, p. 37. 


§ 367 — Electric — Service to codperatives. 


9. The fact that an order requiring an electric utility company to accord 
to rural cooperative associations a special rate would have the result of 
enabling unincorporated communities existing in rural areas to obtain 
service through a cooperative at the prescribed rate is no sound objection 
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to the order when there has already been conferred upon such communities 
by legislative action such powers through another means, namely, the 
formation of a power district, p. 37. 


Service, § 129 — Duty to serve competitor — Rural electric codperative asso- 
ciations. 
10. An electric utility company may be required to furnish current to a 
rural electric codperative association at a prescribed rate even though the 
cooperative may serve in the same area as the vendor company, which is 
ready and willing to furnish extensions, p. 37. 


§ 367 — Electric — Service to rural codperatives — Uniformity between 
utilities. 

11. The fixation of a rate for service to rural electric codperative associa- 

tions is not unlawful and unreasonable on the ground that standard rates 

and conditions of service are not fixed for all utilities competing for the 

business and applicable to all of them alike, p. 37. 


Monopoly and competition, § 8 — Powers of Commission — Indirect protection 
of utility — Restrictions and conditions for wholesale service. 

12. The Commission cannot attempt to change the legislative policy of the 
state which permits rural electric codperatives to invade the territory occu- 
pied by an electric utility company and to compete with the utility in such 
territory, by prescribing restrictions and conditions to be incorporated in 
the utility company’s rate schedules and contracts for service to rural co- 
Operatives, p. 38. 


[December 7, 1936.] 


| ge rgpaeoe on order requiring an electric utility company to 
file a prescribed rate for service to rural electric cooperative 
associations; order modified. 


¥ 


By the Commission: On August 
13, 1936, the Commission issued its 
original order in the above docket di- 
recting Wisconsin Gas and Electric 
Company to file a prescribed rate for 
tural electric coGperative associations. 

The company filed an application 
for rehearing on August 28, 1936, 
and said rehearing was granted by 
order of the Commission dated Sep- 
tember 4, 1936. The rehearing was 
held at Madison on September 11, 
1936, at which the following appear- 
ances were entered: Wisconsin Gas 
and Electric Company, by James D. 
Shaw, Attorney, Shaw, Muskat & 
Paulsen, Milwaukee; Rural Electrifi- 
{3} 


cation Codrdination, by B. W. Huis- 
kamp, Attorney, and M. F. Pasche, 
Attorney. 

In its application for rehearing and 
in testimony taken in the rehearing 
the company alleged among other 
things that the Commission’s order 
was unreasonable and unlawful in the 
following respects: 

1. Said order is discriminatory be- 
cause it requires the utility to file, for 
the use of rural codperatives, a rate 
which is lower than the utility’s public 
utility rate in the following respects: 

(a) A method of determining pow- 
er factor is prescribed which differs 
(prejudicially to the company) from 
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the method of determining power fac- 
tor prescribed in the company’s utility 
rate; and 

(b) Said order reduces the custom- 
er’s contract period from five years 
to three years. 

2. The prescribed rate, at least to 
the extent that the effective rate is 
less than the company’s public utility 
rate, is inadequate and not compensa- 
tory. 

3. The order requires the company 
to furnish service to nonutility struc- 
tures located upon public highways 
without providing any means by which 
the company will be adequately indem- 
nified against liability for the death 
of, or injury to, persons or damage 
to property resulting from the inade- 
quacy or insufficiency of the structures 
of the customer or the inadequacy of 
the maintenance thereof. 

4. The order is a direct inducement 
to chaotic conditions in the electric 
industry in that it requires the com- 
pany to furnish electrical energy to 
cooperatives located outside of the 
territory which the company has as- 
sumed to serve and in territory which 
other utilities have assumed to serve 
and similar orders have been directed 
towards other utilities, in consequence 
of which so-called “rural codpera- 
tives,” under the order in question and 
similar orders, bring utilities into com- 
petition and make all territory occu- 
pied by codperatives competitive ter- 
ritory for all utilities to whose lines 
the codperative may choose to build 
for the purpose of securing a supply 
of energy. 

5. The obligation of the utility to 
furnish service is reciprocal to the 
right of the utility to furnish service 
to the exclusion of all other utilities. 
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Where the right to so furnish does 
not exist the obligation to serve does 
not arise. The Commission’s order 
does not, and as to extraterritorial 
rural cooperatives obviously cannot, 
preserve to the utility from which 
service is exacted the permanent and 
exclusive patronage of the cooperative 
customer. 

6. The order fixes no limit upon 
the transmission line voltage at which 
the company is required to serve. 
Certain of the company’s transmission 
lines are operated at voltages which 
would be appropriate for connection 
to a cooperative transmission line ex- 
tending into territory remote from 
that which the company has assumed 
to serve. 

7. The class of customers defined 
in the Commission’s order is unrea- 
sonably indefinite. Under such order 
a group of industries located outside 
of the corporate limits of a city served 
by the company might form a co- 
Operative and compel a single service 
to such cooperative at the rate pre- 
scribed by the Commission. 

8. Unincorporated communities 
having the characteristics of villages 
exist in rural areas. Under the order 
in question the inhabitants of such a 
community might form a coopera- 
tive and secure service at the pre- 
scribed rate. 

9. The company has in effect rea- 
sonable rates and liberal extension 
rules for all classes of customers in- 
cluding farm users in all of the ter- 
ritory which it has assumed to serve. 
It is unreasonable and unlawful that 
the company should be required to 
contribute to its own destruction by 
furnishing energy for resale by private 
retailers within that territory using the 
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highway for the distribution of that 
service. As the company is ready and 
willing to furnish all farm customers 
with electrical service according to its 
reasonable rates and extension rules, 
public interest does not require that 
any rate be prescribed for the use of 
a private agency within the territory 
which the company has assumed to 
serve. 

10. It is unreasonable and unlawful 
for the Commission to fix a rate and 
conditions of service for the furnish- 
ing of electrical energy to codperatives 
which are free to purchase from any 
utility to which such cooperatives may 
build a supply line unless a standard 
rate and conditions of service be fixed 
for all utilities which may compete 
for service. By the fixing of individu- 
al rates the Commission, in effect, be- 
stows cooperative patronage upon 
the utility whose rates are fixed at 
the lowest level. 

11. The order is unreasonable and 
unlawful in that it places no restric- 
tion upon the territory in which re- 
sale can be made and affords oppor- 
tunity for a cooperative occupying ter- 
titory adjacent to the city or village 
served by the company to invade such 
city or village inasmuch as the co- 
Operative is not a public utility and is 
not subject to the restrictions relating 
to a second utility in served territory. 

12. The order is unreasonable in 
that under its terms the company may 
be required to serve a codperative not- 
withstanding that such codperative may 
serve customers already served by the 
company and may duplicate existing 
distribution lines of the company. 

The Commission will discuss the 
preceding allegations in similarly num- 
bered sections of this opinion. 


[1, 2] 1. (a) From the available 
information, it appears probable that 
the characteristics of rural codpera- 
tive loads will be sufficiently dissim- 
ilar to the characteristics of load for 
which the company has made its av- 
erage power factor clause applicable, 
to warrant certain changes in the com- 
pany’s standard power factor clause 
as applicable to such rural loads. 
However, since no rural cooperative 
load of the size which could qualify 
for this rate is now served within the 
state, the Commission will acquiesce 
in the matter of permitting the com- 
pany to apply its standard power fac- 
tor clause to the rate for rural co- 
Operatives until its reasonableness or 
unreasonableness can be checked in the 
light of actual load data. 

(b) The Commission is of the opin- 
ion that the minimum term of con- 
tract available to rural cooperatives 
should be no more than required of 
alternative long-term primary rate 
customers (three years) in all terri- 
tory where such rate is applicable, and 
the company may require a 5-year 
term for connections to its lines at 
points outside of said territory. 

2. Objection removed in 1. 
above. 

[3] 3. The Commission’s order 2- 
U-990 stated: “The company may ap- 
ply to customers receiving service un- 
der the foregoing rate such of its rules 
and regulations .; and such oth- 
er reasonable rules and regulations 
embodied in a service contract as may 
appear necessary in each particular 
case to protect the company from sec- 
ondary liability and interference with 
standard service to its customers and 
impairment of service to telephone 
subscribers adjacent to its lines.” We 
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believe this original provision permits 
the company to protect itself against 
secondary liability by adequate means. 
The company’s rate for “public util- 
ities’ does not stipulate necessity for 
a protective clause of this character ; 
hence the Commission’s order in this 
respect can scarcely be termed negli- 
gent or discriminatory. 

[4, 5] 4. The company’s conten- 
tion that the Commission’s order is a 
direct inducement to chaotic condi- 
tions in the electric industry has been 
given thorough consideration. If a 
chaotic situation has arisen respecting 
the matter of competitive power 
sources for rural codperatives it is the 
inevitable result of a service situation 
where a customer is situated so as to 
command a service connection from 
two or more sources, and not by vir- 
tue of an order setting rates for serv- 
ice. The necessity for voluntary ter- 
ritorial agreements arose because util- 
ities apparently were willing to assume 
the rendering of service to any cus- 
tomer, anywhere within reasonable 
transmission distance regardless of 
proximity to other competitive util- 
ities. Such territorial agreements re- 
sulted from negotiation between util- 
ities which presumably had assumed 
to serve territory not originally defined 
as belonging to one or the other. 

We do not believe that such terri- 
torial agreements can be invoked to 
refuse service to an applicant who 
proposes to connect within the com- 
pany’s admitted territory. The com- 
pany’s obligations end when it delivers 
the energy. The company takes a 
similar position when it sells to an- 
other company for resale in the other 
company’s service area, and when it 
sells to a municipally owned distribu- 
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tion system. If the company means 
to assert that this will require addi- 
tional transmission plant capacity be- 
yond what is necessary to serve 
within its own territory, in our opin- 
ion this is not a valid reason for re- 
fusing to serve. The terms and con- 
ditions proposed for this class of serv- 
ice contain provisions safeguarding 
the utility in this respect. Such con- 
siderations were not raised when the 
company agreed to sell energy to a 
neighboring utility for resale. Much 
of the transmission plant of this com- 
pany was laid out at a time when no 
territorial agreements existed and 
when the company designed its sys- 
tem for potential service to areas 
without territorial limitations. Fur- 
thermore, additions to such plant ca- 
pacity have been made from time to 
time to carry increased loads of both 
the company’s retail and wholesale 
customers, regardless of any territorial 
limitations. The fact that no utility 
as yet has claimed service facilities 
adequate to serve codperative areas, 
indicates that no harmful discrimina- 
tion can result regardless of which 
ultimately gets the call for serv- 
ice 


[6] 5. In its fifth objection, the 
company apparently takes the position 
that its duty to render service stops 
when competition enters or when the 


Commission cannot guarantee the 
“permanent and exclusive patronage” 
of acustomer. The company has not 
taken this position with other classes 
of load, such as large industrial or 
municipal customers, who have avail- 
able opportunities for getting equiva- 
lent service from other sources, either 
by generating their own power or by 
purchase from another company. Ob- 
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viously the Commission cannot under 
the law require a customer to remain 
permanently a customer. While the 
law contemplates that more than one 
utility shall not serve the same area, 
unless the Commission finds that pub- 
lic convenience and necessity require 
a second utility, this legislative policy 
does not create monopoly rights to un- 
served rural areas nor does it author- 
ize the utility to refuse to serve ex- 
cept under conditions of absolutely no 
competition and exclusive monopoly. 

[7] 6. The Commission will have 
no objection to the company qualify- 
ing the availability clause of the rate 
to primary voltages of 33 kilovolts or 
less. 


[8] 7. The Commission interprets 
objection No. 7 as a request for a 
more precise definition of a rural elec- 
tric coOperative and for a more def- 


inite availability clause. Chapter 185 
of the Wisconsin statutes contains a 
definition of cooperative associations. 
As for the availability clause, the fol- 
| lowing would appear to meet any le- 
gitimate objections on this score: 
“Available, in the territory in which 
the company operates, to individual 
rural utilities or codperatives, herein- 
after referred to as the customer, 
which wish to contract to take their 
entire requirements from the company 
for resale and distribution to ultimate 
users but not for wholesale redistribu- 
tion, subject to the terms and condi- 
tions hereinafter enumerated. Service 
under this rate to cooperative associ- 
ations is for the exclusive use of the 
association and its members, and is 
not intended for resale by this associ- 
ation or any of its members, to other 
cooperative electric associations or 


their members, corporations, munic- 
ipalities, or individuals engaged in the 
resale or distribution of electrical en- 
ergy.” 

[9] 8. The fact, that the order 
would have the results of enabling un- 
incorporated communities existing in 
rural areas to obtain service through 
a cooperative at the prescribed rate, is 
no sound objection to the order. As 
a matter of fact, such communities 
already have been conferred by legis- 
lative action such powers through an- 
other means, namely, the formation of 
a power district. 

[10] 9. So far as furnishing serv- 
ice to a cooperative serving in the 
same area as the vendor company is 
concerned, we do not believe that the 
utility's failure to completely service 
the area can be invoked as an impedi- 
ment against furnishing service to an- 
other agency which may: be success- 
ful in selling its service in the area. 
This opinion expressed in our original 
order in this docket is here reiterated 
and affirmed. 

[11] 10. The objection that the 
fixation of a rate for service to co- 
Operatives is unlawful and unreason- 
able, unless a standard rate and con- 
ditions of service be fixed for all util- 
ities competing for the business and 
applicable to all of them alike, is un- 
sound. If such objection were valid, 
it might be argued also that the Com- 
mission was bestowing industrial pat- 
ronage upon a utility having a com- 
paratively low industrial power rate 
when such factor induces an industry 
to locate itself within the territory 
served by such utility in preference 
to a locality where power rates are 
higher. 
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[12] 11. If the law permits, as re- 
spondent states, a cooperative to in- 
vade the territory occupied by the util- 
ity and compete with the utility in such 
territory, the Commission is without 
power to change the law in order to 
protect the utility from such compe- 
tition ; nor may the Commission prop- 
erly endeavor to attain the same re- 
sults by the prescription of restrictions 
and conditions to be incorporated in 
the utility’s rate schedules and con- 
tracts for service. Such an effort 


would amount to an attempt to change 
the legislative policy of the state. 


12. Under the general orders of 
the Commission relative to rural line 
extensions, the possibility of parallel 
duplication of existing company lines 
is reduced to a minimum, consistent 
with the legal powers conferred on the 
Commission by the legislature. More- 
over, our information is that REA 
does not make loans for duplication 
of facilities. We do not believe that 
the fears of the company in this re- 
gard constitutes sufficient grounds for 
their refusal to serve or for us to au- 
thorize a denial of service. 

In the light of the additional evi- 
dence and testimony presented at the 
rehearing the Commission hereby 
finds and determines that the rate em- 


bodied in its order in this docket dat- 
ed August 13, 1936, excepting such 
modification as may be properly made 
therein in accordance with the forego- 
ing opinion, is reasonable and should 
be required to be filed by the Wiscon- 
sin Gas and Electric Company. 

It is, therefore, ordered, that the 
Commission’s original order herein, 
dated August 13, 1936, be amended 
and modified so as to permit the re- 
spondent to apply its standard power 
factor clause to the rate to be applied 
to rural codperatives; to provide for 
a minimum term of contract available 
to rural codperatives of five years, in 
lieu of three years, in territory where 
its alternative long-term primary rate 
is not applicable; to provide an avail- 
ability clause as set forth in the fore- 
going opinion and qualified to primary 
voltages of 33 kilovolts or less. 

It is further ordered, that on or be- 
fore twenty days from the date here- 
of Wisconsin Gas and Electric Com- 
pany file with the Commission the 
rates originally prescribed, modified 
as herein provided. 

It is further ordered, that, except as 
modified by the order, the Commis- 
sion’s original order in this docket 
dated August 13, 1936, be and hereby 
is affirmed. 
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Wisconsin State Rural Electrification 


Coédrdination Committee 


Wisconsin Michigan Power Company 


[2-U-995. ] 


Service, § 157 — Contract period — Electric utility — Rural codperative. 
An electric utility company may require a yearly contract from rural electric 
cooperatives when the company makes no greater additional investment in 
establishing service connections to codperatives than in connecting indus- 
trial customers under the large user’s rate, but where such additional in- 
vestment by the company is greater, an appropriate term of contract not 
exceeding ten years may be requested, consistent with the company’s prac- 
tice in the case of other customers of similar size served under rates of 


similar level. 


[December 7, 1936.] 


nee on order directing electric utility to file a pre- 
scribed rate for rural electric codperative association; order 
modified to provide for filing of term-of-contract clause. 


By the Commission: On August 

13, 1936, the Commission issued its 
original order in the above docket di- 
recting Wisconsin Michigan Power 
Company to file a prescribed rate for 
tural electric coOperative associations. 
The company filed an application 
for rehearing on August 28, 1936, and 
said rehearing was granted by order 

@ of the Commission dated September 4, 
1936. The rehearing was held jointly 
with the rehearing in 2—U-990 at 
Madison on September 11, 1936, at 
which the following appearances were 

lm entered: Wisconsin Michigan Power 
a Company, by James D. Shaw, Attor- 
mney, Shaw, Muskat & Paulsen, Mil- 
® Waukee; Rural Electrification Codrdi- 


nation, by B. W. Huiskamp, and M. 
F. Pasche, Attorneys. 

Except for two objections herein- 
after referred to, the company’s alle- 
gations are the same as were made in 
the companion case 2—U-990 (17 
P.U.R.(N.S.) 31, ante) Wisconsin 
Gas and Electric Company. It seems 
unnecessary to repeat these allegations 
and our opinion thereof, for the pur- 
poses of this order. The Commission 
embodies herein its opinion in 2—U- 
990 respecting those allegations which 
are identical. 

In the present case, the company ob- 
jected particularly (1) that the order 
of August 13th eliminated the contract 
period required in the company’s large 


17 P.U.R.(N.S.) 





WISCONSIN PUBLIC SERVICE COMMISSION 


user’s rate, and (2) that, because of 
this omission, the company was unrea- 
sonably and unlawfully required “to 
connect and maintain metering equip- 
ment for a cooperative which may, 
from month to month, turn from one 
utility to another for a source of sup- 
ply.” 

The company’s testimony concern- 
ing term of contract is somewhat ob- 
scure. Witness for the company stat- 
ed that the term of contracts with mu- 
nicipal utilities was ten years. We 
note, however, that a rate schedule of 
substantially the same level is applied 
to large industrial users under yearly 
contracts. This was conceded in testi- 
mony of the company’s witness. Also 
it is noted that the company has 5-year 
contracts with certain other customers, 
whose loads are classified as large us- 
ers’ service. We can only conclude 
that the company’s practice in this re- 
spect is governed by other considera- 
tions than the level of rates or the 
character of load. 

In view of this variable practice, the 
Commission has concluded that in or- 
der not to burden unreasonably other 
classes of customers it would be rea- 


sonable to require a yearly contract 
from rural electric codperatives when 
the company makes no greater addi- 
tional investment in establishing serv- 
ice connections to cooperatives than 
in connecting industrial customers un- 
der the large user’s rate; but where 
such additional investment by the com- 
pany is greater than indicated above, 
an appropriate term of contract, not 
exceeding ten years, may be re- 
quested, consistent with the company’s 
practice in the case of other customers 
of similar size served under rates of 
similar level. Our order will pro- 
vide for the company’s filing a term 
of contract clause in the rate for ru- 
ral electric coOperatives consistent 
with the above conclusion. 

In the light of the additional evi- 
dence and testimony presented at the 
rehearing the Commission hereby 
finds and determines that the rate em- 
bodied in its order in this docket dat- 
ed August 13, 1936, excepting such 
modifications as may be properly 
made therein in accordance with the 
foregoing opinion, is reasonable and J 
should be required to be filed by the 
Wisconsin Michigan Power Com- 


pany. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re West Virginia Water Service Company 


[Case No. 2345.] 


Valuation, § 27 — Measures of value for rate making. 
1. The Commission, in determining rates, must fix the fair value of utility 
property used and useful, and in doing this must give consideration to 
original cost of construction, amount expended in permanent improvements, 
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the present as compared to the original cost of construction, the owners’ 
investment therein, its present condition, and other relevant and material 
facts, p. 46. 


Valuation, § 133 — Overheads — Contractors’ profits — Water utility. 
2. An allowance of 10 per cent for contractors’ profits was held to be 
just and reasonable and all that would have to be paid if a water plant 
were reconstructed, p. 47. 


Valuation, § 38 — Rate base — Investment in property. 
3. The investment by a public utility company in a water plant cannot be 
accepted as representing the true fair actual value of the used and useful 
property when it appears that the present owners purchased the plant at 
a price in excess of the adjusted fixed capital as of the date of purchase, 
p. 48. 


Valuation, § 143 — Overheads — Organization expense. 

4. Allowance was made for organization expense of a water utility in excess 
of the organization expense reflected on the books, but at an amount less 
than 3 per cent of reproduction cost as claimed by the company, in order 
to cover such expenditures as fees paid to government for the privilege 
of incorporating and other expenditures necessarily made to organize the 
utility and put it in readiness to do business, such as distributing pro- 
spectuses, soliciting subscribers to stock, fees paid promoters, counsel fees, 
cost of preparing and issuing certificates of stock, and other preliminary 
expense, p. 49. 


Valuation, § 386 — Water rights — Separate allowance. 


5. No separate allowance was made for value of water rights, but the 
value of land of a water utility was fixed so as to include the value attribut- 
able to water rights, p. 50. 


Valuation, § 265 — Land value — Original cost. 
6. The value of land of a water utility company, including the value attribut- 
able to water rights, was held not to exceed the amount actually paid 
therefor, p. 50. 


Valuation, § 296 — Working capital — Relation to revenues or to expenses. 
7. A working capital allowance should be based upon operating expenses 
rather than revenues, p. 53. 


Valuation, § 319 — Working capital — Water utility. 


8. An allowance of one and one half months’ operating expenses was 
made for cash working capital of a water utility, p. 53. 


Valuation, § 330 — Going concern value. 
9. There is an element of value in a successful going concern over and 
above the bare value of the physical property, and, in valuing a property 
for rate-making purposes, the Commission must treat it as a living organism 
and not one of nothing more than bare bones, p. 54. 


Valuation, § 359 — Going concern value — Additional value in purchase price. 
10. The fact that a willing purchaser would probably pay more for an 
established utility than the total sum of its physical component parts does 
not mean that such excess as the willing purchaser might pay should be 
written into a rate base, p. 54. 
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Valuation, § 347 — Going value — Cost of attaching customers — Charges to 


operating expense. 


11. A public utility company should not be allowed as part of the rate 
base the cost of attaching customers, which has been charged to operating 


expenses, p. 54. 


Valuation, § 332 — Going value — Separate allowance. 
12. No separate allowance was made for going concern value in deter- 
mining the rate base of a water utility where the Commission had appraised 
the physical assets, whether tangible or intangible, as parts of an assembled 
whole and the utility had failed to carry the burden of proof as to any 


additional allowance, p. 54. 


Expenses, § 46 — Contributions and donations. 
13. Contributions and donations of a charitable and civic nature must be 
eliminated from operating expenses, p. 59. 


Expenses, § 109 — Taxes — Prospective increases — Offset to improper charges. 
14. Prospective increases in taxes by reason of an employers’ tax under the 
Federal Social Security Act, the laying of a municipal assessment of a fire 
protection charge, and increased Federal income taxes were deemed to 
offset any reduction in expenses which could reasonably be made because 


of improper charges, p. 59. 
Depreciation, § 82 — Water utility. 


15. An allowance of 1 per cent was made for depreciation expense of a 


water utility, p. 60. 
Return, § 115 — Water utility. 


16. A return of approximately 64 per cent was held to be reasonable for 


a water utility, p. 60. 


[November 25, 1936.] 


| gnteeggestet on motion of Commission into rates of a water 
utility; investigation discontinued. 


APPEARANCES: Koontz, Hurlbutt 
and Revercomb, Charleston, for the 
West Virginia Water Service Compa- 
ny; W. A. Light, Bluefield, for the 
city of Bluefield. 


By the Commission: This is an in- 
vestigation instituted by order of De- 
cember 27, 1934, wherein the Com- 
mission, on its own motion, entered 
“upon an investigation concerning the 
reasonableness of the rates, terms, 
practices, and conditions of service of 
the West Virginia Water Service 
Company for furnishing water service 
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in the city of Bluefield and suburbs.” 
That order made the West Virginia 
Water Service Company respondent 
and required the secretary of the Com- 
mission to give notice to the said wa- 
ter company of the investigation there- 
in initiated. Notice was given in ac- 
cordance with the Commission’s or- 
der. 

The Commission’s engineering and 
accounting departments made an in- 
ventory and appraisal of the property 
and an examination and audit of the 
books, records, and accounts of the 
said company and filed reports there- 
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on, respectively, hearings were held 
considerable engineering, statistical, 
and accounting data were filed and 
made a part of the record by witness- 
es for the Commission and for the 
company, much testimony was taken, 
a brief was filed on behalf of the wa- 
ter company and the proceeding sub- 
mitted for decision. 

Throughout this entire investiga- 
tion the Honorable W. A. Light, 
mayor of the city of Bluefield, ap- 
peared at the several hearings held 
for the purpose of securing rate re- 
ductions in the interest of the citizens 
of Bluefield. 

In this report the West Virginia 
Water Service Company will be re- 
ferred to as the respondent, the Pub- 
lic Service Commission of West Vir- 
ginia as the Commission, and the city 
of Bluefield as the city. 


Former Proceedings Involving the 
Respondent’s Rates 


This is the first occasion that the 
Commission has, on its own motion, 
conducted an investigation of the wa- 
ter rates at Bluefield, although the 
owners of the Bluefield plant, since 
shortly after the creation of the Com- 
mission in 1913, Acts of the West 
Virginia Legislature, 1913, Chap. 9, 
have petitioned the Commission in a 
number of instances for an increase 
in rates. The owners of this plant 
have appealed from decisions of the 
Commission to the West Virginia su- 
preme court of appeals twice, to the 
United States Supreme Court once, 
and once petitioned the United States 
district court for the southern district 
of West Virginia to restrain the en- 
forcement of the Commission’s or- 
der. 


In Case No. 368 the respondent’s 
predecessor in title, Bluefield Water 
Works and Improvement Company, 
on the 14th day of April, 1915, filed 
with the Commission its formal peti- 
tion for an increase in its then ex- 
isting rates for water service. In that 
proceeding the Commission fixed the 
fair value of the company’s property 
at $360,000 (Re Bluefield Water 
Works & Improv. Co. 1 W. V. P. S. 
C. Decisions, 345, 4 Ann. Rep. W. 
V. P. S. C. 197, P.U.R.1917E, 22), 
and permitted a relatively small in- 
crease in rates. 

The Bluefield Water Works and 
Improvement Company was again be- 
fore the Commission for an increase 
in 1918 (Case No. 368, 1 W. V. P. 
S. C. Decisions, 548, 6 Ann. Rep. W. 
V. P. S. C. 68, P.U.R.1919A, 790). 
In that proceeding the Commission, 
adhering to its previous finding of 
value ($360,000), did not disturb the 
rates for domestic and commercial 
service but permitted an increase in 
the public fire protection charge. 

In 1921, in Case No. 1138, 1 W. 
V. P. S. C. Decisions, 876, 9 Ann. 
Re, W. V. P.S. CS, PAR 
1921E, 655, the Bluefield Water 
Works and Improvement Company 
again asked that its rates be increased. 
In that proceeding the Commission 
fixed the fair value of the company’s 
property at $460,000 and authorized 
an increase in rates. From the Com- 
mission’s decision an appeal was tak- 
en to the supreme court of appeals of 
West Virginia by the company, which 
court refused to disturb the Commis- 
sion’s order. See Bluefield Water 
Works & Improv. Co. v. Public Serv- 
ice Commission (1921) 89 W. Va. 
736, P.U.R.1922C, 79, 110 S. E. 205. 
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This decision was subsequently re- 
viewed by the Supreme Court of the 
United States in Bluefield Water 
Works & Improv. Co. v. West Vir- 
ginia Pub. Service Commission, 262 
U. S. 679, 67 L. ed. 1176, P.U.R. 
1923D, 11, 43 S. Ct. 675, and it re- 
versed the state court and the proceed- 
ing was remanded to the Commission 
for further proceeding in accordance 
with the principles stated in its writ- 
ten opinion. The court held that the 
Commission had erred in not giving 
weight and consideration to the prices 
for material and labor that prevailed 
in 1920, and criticized the rate of re- 
turn that it had fixed. On remand 
the Commission, in Case No. 1138, 
Re Bluefield Water Works & Improv. 
Co. 2 W. V. P. S. C. Decisions, 193, 
11 Ann. Rep. W. V. P. S. C. 225, 
P.U.R.1924D, 325, increased the fair 
value of the company’s property to 
$700,000 and, agreeable to the deci- 
sion of the United States Supreme 
Court, permitted an increase in rates. 
At the time this proceeding was heard 
and decided by the Commission the 
Bluefield Water Works and Improve- 
ment Company was engaged in mak- 
ing extensive improvements in its wa- 
ter plant. On the completion of these 
improvements, costing $389,627.91, 
it again applied for an increase in 
rates in Case No. 1138, 2 W. V. P. S. 
C. Decisions, 382, 14 Ann. Rep. W. 
V. P. S.C. 108, P.U.R.1927B, 275, 
and the Commission, on December 2, 
1926, by order, fixed the fair value 
of the water company’s property at 
$960,000 and rates were prescribed 
to earn a return of 74 per cent there- 
on. The company applied to the 
United States district court for the 
southern district of West Virginia for 
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an injunction to prevent the Commis- 
sion from enforcing its order. The 
application was heard by a United 
States circuit judge and two district 
judges. A preliminary injunction 
was awarded and Circuit Judge Park- 
er, delivering the informal opinion of 
the statutory court, indicated that ap- 
proximately $147,000 should be added 
to the value fixed by the Commission 
and that the rate of return of 7} per 
cent was inadequate and should be 
increased to 8 per cent. The rates pre- 
scribed by the Commission in its or- 
der of December 2, 1926, were, by 
the statutory court, surcharged 10 per 
cent, which explains the abnormal rev- 
enue for the year 1927 which will 
hereinafter appear. The proceeding 
was afterwards compromised by rep- 
resentatives of the water company and 
the city, the injunction dissolved, and 
the rates prescribed by the Commis- 
sion in its order of December 2, 1926, 
were put into effect. The decree of 
the court disposing of the proceeding, 
which was agreed upon by the city 
of Bluefield, which had throughout 
all the aforesaid proceedings opposed 
the water company in its efforts to in- 
crease its rates, and the respondent 
herein, reads in part as follows: 

“(2) That the fair value for rate- 
making purposes as of October Ist, 
1927, of the plant and property of the 
West Virginia Water Service Compa- 
ny in and surrounding the city of 
Bluefield, West Virginia, used and 
useful in the public service is $1,050,- 
000. 

“(3) That a fair return to the West 
Virginia Water Service Company for 
the service rendered to the public is 
and shall be a net return of 8 per cent 
upon the agreed value of $1,050,000 
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to which value shall be added the cost 
of any additions, extensions, or bet- 
terments made to said plant and prop- 
erty after the first day of October, 
1927, in accordance with the terms 
and conditions of the contract herein- 
above referred to, after deducting 
from gross revenue all actual operat- 
ing costs and expenses including taxes 
and other fixed charges, in which 
charges shall be included an annual 
charge by the Federal Water Service 
Company of 3 per cent of the gross 
annual receipts derived from said 
property as an annual managerial 
charge; and in addition to said 8 per 
cent annual net revenue a normal an- 
nual depreciation charge of 1 per 
cent.” See Case No. 1811, Re West 
Virginia Water Service Co. 15 Ann. 
Rep. W. V. P. S. C. 224, 225. 

The foregoing constitutes a brief 
history of the proceedings involving 
the rates of the respondent. For oth- 
er proceedings involving its rates see 
Case No. 1337, Re Bluefield Water 
Works & Improv. Co. (1922) 2 W. 
V. P. S. C. Decisions, 38, 9 Ann. Rep. 
W. V. P. S. C. 271, P.U.R.1923B, 
270; Bluefield v. Bluefield Water 
Works & Improv. Co. (1917) 81 W. 
Va. 201, P.U.R.1918B, 25, 94 S. E. 
121, and Bluefield v. Public Service 
Commission (1922) 91 W. Va. 442, 
P.U.R.1923A, 678, 113 S. E. 745. 
The above is written not only for the 
historical information it contains but 
also for the reason that these proceed- 
ings throw some light upon the issue 
before us now for determination. 


History of the Respondent 


The Bluefield Water Works and 
Improvement Company, predecessor 
in title to the respondent herein, was 


incorporated July 10, 1890, under the 
laws of West Virginia for the purpose 
of operating a water plant and real 
estate business in Bluefield. Its wa- 
ter supply was derived from a series 
of springs located in the mountain 
section south of Bluefield. It contin- 
ued to serve water until March 14, 
1927, on which date the Bluefield Wa- 
ter Works and Improvement Compa- 
ny and the Bluefield Valley Water 
Company (located across the state line 
in Virginia) were acquired by the 
Federal Water Service Corporation, 
which in turn sold the property to its 
subsidiary, the West Virginia Water 
Service Company, the respondent 
herein. The price paid by the West 
Virginia Water Service Company was 
$1,117,819.24, which amount was 
$319,832.98 in excess of the book val- 
ue of the property at that time. See 
Exhibit No. 2. The utility has grown 
from a small enterprise with an ad- 
justed fixed capital of $31,405.63 in 
1890, serving a few customers, to a 
large corporation with an adjusted 
fixed capital of $1,145,658.93, as of 
April 30, 1935, serving 3,971 cus- 
tomers and providing water for fire 
protection service to 197 municipal 
fire hydrants. The growth of the 
property is also shown from the vari- 
ous valuations placed upon it by the 
Commission and courts in previous 
rate proceedings. 


Respondent's Existing Rates 


The existing rates of the respond- 
ent for domestic, commercial, and in- 
dustrial service are those prescribed 
by the Commission in its order of De- 
cember 2, 1926, as set out in the tariff 
of the West Virginia Water Service 
Company on file with the Commis- 
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sion, designated Original Sheet No. 
C1, P. S. C. W. Va. No. 3. See 
Exhibit No. 1. No change has been 
made in the rates of the respondent 
since the Commission’s order afore- 
said, except that the charge for public 
fire protection service agreed upon be- 
tween the officials of the city and the 
respondent, effective January 1, 1928, 
of $26,600, which charge by reason 
of said agreement had increased to 
$27,200 per year, was, by order of 
October 13, 1935, reduced to $14,200 
per year, as a result of negotiations, 
conferences, and proceedings had in 
Case No. 2312. The rates for private 
fire protection service as prescribed by 
the Commission in its order of Decem- 
ber 2, 1926, were also, effective June 
15, 1933, substantially reduced. At 
this time, therefore, we are particular- 
ly interested in the rates for domestic 
service, though the broad issue before 
the Commission for determination is 
whether or not all or any of the re- 
spondent’s rates are unjust and unrea- 
sonable and, therefore, unlawful. 

[1] In determining this issue we 
are, at the outset, required to find, and 
fix, the fair value of the respondent’s 
property used and useful in rendering 
water service to its customers in Blue- 
field and suburbs, and in doing this 
we are required to give consideration 
to the original cost of construction, 
the amount expended in permanent 
improvements, the present as com- 
pared to the original cost of construc- 
tion, the owners’ investment therein, 
its present condition, and other rele- 
vant and material facts relating to the 
value of the respondent’s property, 
and to give such weight to all elements 
of value of record as may be just and 
right. Bluefield Water Works & Im- 
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prov. Co. v. West Virginia Pub. Serv- 
ice Commission, supra; Smyth vy. 
Ames (1898) 169 U. S. 466, 42 L. 
ed. 819, 18 S. Ct. 418; Minnesota 
Rate Cases (1913) 230 U. S. 352, 57 
L. ed. 1511, 33 S. Ct. 729, 48 L.R.A. 
(N.S.) 1151, Ann. Cas. 1916A, 18; 
Knoxville v. Knoxville Water Co. 
(1909). 212 U. S. 1, 53 L. ef. $I, 
29 S. Ct. 148; Des Moines Gas Co. v. 
Des Moines, 238 U. S. 153, 59 L. ed. 
1244, P.U.R.1915D, 577, 35 S. Ct. 
811; McCardle v. Indianapolis Water 
Co. (1926) 272 U. S. 400, 71 L. ed. 
316, P.U.R.1927A, 15, 47 S. Ct. 144; 
Los Angeles Gas & E. Corp. v. Cal- 
ifornia R. Commission, 289 U. S. 
287, 77 L. ed. 1180, P.U.R.1933C, 
229, 53 S. Ct. 637; West v. Chesa- 
peake & P. Teleph. Co. (1935) 295 
U. S. 662, 79 L. ed. 1640, 8 P.U.R. 
(N.S.) 433, 55 S. Ct. 894; Charles- 
ton v. Public Service Commission, 110 
W. Va. 245, P.U.R.1931E, 74, 159 
S. E. 38: Wheeling v. Natural Gas 
Co. (1934) 115 W. Va. 149, 5 P.U.R. 
(N.S.) 471, 175 S. E. 339. 


Reproduction Cost New 


Reproduction cost new estimates of 
the property of the respondent were 
made by Mr. Earle H. Morris, chief 
engineer of the Commission, for the 
Commission, and by Mr. L. R. How- 
son, of the engineering firm of Al- 
vord, Burdick and Howson of Chi- 
cago, Illinois, for the respondent, he 
being the same Mr. Howson who 
made valuation estimates for the re- 
spondent’s predecessor in former rate 
cases before the Commission. Mr. 
Morris estimated the reproduction 
cost new of the respondent’s prop- 
erty, exclusive of land, preliminary 
costs, and the property of the Blue- 
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field Valley Water Company, but in- 
clusive of undistributed construction 
costs and material and supplies, as of 
May 1, 1935, to be $1,092,468. For 
the same property Mr. Howson esti- 
mated the reproduction cost new to be 
$1,135,953, which is $43,485 higher 
than Mr. Morris’ estimate. 

Mr. Morris, for the Commission, 
and Mr. Frank P. Larman, represent- 
ing the respondent, agreed upon the 
inventory of the respondent’s proper- 
ty. They also agreed upon the rate of 
pay per hour that would be required 
to secure the necessary labor to con- 
struct the plant, and upon material 
prices for major items of property. 

The reproduction cost new of the 
various items of physical property as 
estimated by the Commission’s and 
the respondent’s engineers, respective- 
ly, and the differences therein are 
shown on the following table: [Ta- 
ble omitted. ] 

[2] It appears from the above ta- 
ble that Mr. Howson’s reproduction 
cost new of the physical property of 
the respondent, including the Vir- 
ginia property, is $44,742 higher than 
Mr. Morris’. A careful study of Ex- 
hibit 6 and the testimony discloses that 
Mr. Howson’s higher estimate is ac- 
counted for in the main due to his es- 
timate of direct overheads. Mr. How- 
son in his estimate used 18 per cent 
for contractors’ profits while Mr. 
Morris used 10 per cent. In some in- 
stances the labor performance was 
slightly different and not in all cases 
were the same prices used for mate- 
tials. The Commission’s chief en- 
gineer was corroborated by William 
D. Kelly, civil engineer in the Com- 
mission’s engineering department, 
who has had several years’ experience 


in evaluating water utility property, 
and also by W. B. Hall, engineer, who 
has had some eighteen years’ experi- 
ence in the employ of the Commission 
in evaluating various utility proper- 
ties under its jurisdiction, particular- 
ly water utilities. The respondent’s 
witnesses did not criticize Mr. Mor- 
ris’ estimate but merely gave as their 
opinion the estimates testified to by 
Mr. Howson. In view of the record 
in this proceeding and having in mind 
the particular plant upon which the 
Commission is fixing a value, and be- 
lieving that 10 per cent for contrac- 
tors’ profits is just and reasonable and 
all that would have to be paid should 
the Bluefield plant be reconstructed, 
we find the reproduction cost new of 
the physical property of the respond- 
ent, including material and supplies 
and the Bluefield Valley property, to 
be $1,122,374. 


Original Cost 


The report of Mr. H. V. Wyckoff, 
former assistant statistician for the 
Commission, Exhibit No. 2, Parts 1 
and 2, herein, constitutes the only re- 
port of an audit and examination of 
the books of the respondent in the 
record. He reports that according to 
the respondent’s books the adjusted 
book cost of fixed capital, as of April 
30, 1935, including land, organization 
expense, and the property of the Blue- 
field Valley plant, but excluding ma- 
terial and supplies, is $1,145,658.93. 
In order, however, to make his ad- 
justed fixed capital comparable to the 
items of property herein above dis- 
cussed and set forth in the table, it 
will be necessary to eliminate organ- 
ization expense and the land accounts 
from his report. If we do this and 


17 P.U.R.(N.S.) 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


add the amount agreed upon by Mr. 
Morris and Mr. Howson for material 
and supplies, $9,713, Mr. Wyckoft’s 
adjusted fixed capital of the physical 
property of the respondent, including 
material and supplies and the Blue- 
field Valley plant, is $1,082,101.64, 
which is $84,348.36 less than Mr. 
Howson’s reproduction cost new es- 
timate and $40,272.36 less than Mr. 
Morris’, as is shown by the foregoing 
table. 

No exception was taken or objec- 
tion made by the respondent at the 
hearings held or on brief to Mr. 
Wyckoff’s report and adjustments, so 
it appears that $1,082,101.64 repre- 
sents the adjusted book cost of the re- 
spondent’s property exclusive of or- 
ganization costs, land, and intangible 
values not recorded in the capital ac- 
counts on the company’s books, but in- 


clusive of the Bluefield Valley property 
and material and supplies. 


Respondent's Investment in Bluefield 
Plant 


[3] The amount that the present 
owners have invested in the Bluefield 
property, according to Mr. Wyckoff, 
Record 74, is $1,463,617.95, as of 
April 30, 1935. This is the investment 
as reflected on the respondent’s books. 
This figure was also testified to as be- 
ing correct by Mr. C. van den Berg, 
Jr., president of the respondent. The 
present owners, as has been hereinbe- 
fore stated, purchased the Bluefield 
plant on March 14, 1927, for $1,117,- 
819.24, which amount was $319,- 
832.98 in excess of the adjusted book 
fixed capital at that time. The pres- 
ent investment in the property is ac- 
counted for by the net additions that 
have been made to the plant since the 


17 P.U.R.(N.S.) 


year 1927. As of December 31, 1927, 
the respondent’s fixed capital was 
$853,140.88. On April 30, 1935, the 
fixed capital as reported by Mr. Wyc- 
koff was $1,145,858.93. Therefore, 
net additions to fhe plant were made 
in the amount of $292,718.05 from 
the year 1927 to April 30, 1935. 
Since, in Mr. Wyckoff’s report and 
from his testimony, it appears that 
the respondent’s investment in the 
property as of March 14, 1927, was 
$319,832.98 in excess of the adjusted 
fixed capital as of that date, the in- 
vestment that the respondent now has 
in the property cannot be accepted as 
representing the true fair actual value 
of the respondent’s used and useful 
property at this time. So in arriving 
at the fair value of the physical prop- 
erty we must consider the original 
cost and the reproduction cost new 
estimates as they appear from the rec- 
ord. 


Accrued Depreciation 


The engineers representing the 
Commission and those representing 
the respondent agreed substantially 
upon the percentage which was to be 
deducted for depreciation as to each 
item of property. Mr. Morris found 
the property to be in an over-all con- 
dition of 88 per cent. Mr. Howson’s 
per cent condition was 88.1. This 
difference is accounted for by the fact 
that Mr. Howson’s reproduction cost 
new is higher than Mr. Morris’. 

Applying the accrued depreciation 
percentages used by the engineers to 
the physical property shown on the ta- 
ble results in a depreciated reproduc- 
tion cost appraisal by Mr. Morris, ex- 
clusive of material and supplies and 
the Bluefield Valley property, of 
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$951,112, including material and sup- 
plies but excluding the Bluefield Val- 
ley property, $960,825, and including 
material and supplies and the Bluefield 
Valley property, $987,560. The cor- 
responding totals as estimated by Mr. 
Howson are $992,217, $1,000,775, 
and $1,027,643. 

Thus it appears that Mr. Morris 
depreciated the physical property, in- 
cluding the Bluefield Valley property, 
$134,814, and Mr. Howson, $138,808. 
If we deduct from the original cost 
as reported by Mr. Wyckoff the same 
percentage of reduction for deprecia- 
tion, or 12 per cent, as found by Mr. 
Morris, the depreciated fixed capital 
is $952,249.44. Mr. Wyckoff, on 
page 25 of his Exhibit No. 1, reports 
the balance in the retirement reserve 
to be $91,671.61. This is supposed to 


represent the lessening in value of 
property due to the elements of depre- 


ciation. If we deduct this amount 
from his original book cost the result 
is $990,430.03, which is to be com- 
pared with Mr. Morris’ depreciated 
reproduction cost of $987,560. This 
method of arriving at fair value has, 
however, been condemned by the Su- 
preme Court of the United States. 
Mr. Wyckoff’s report, Exhibit 2, 
page 22, shows that from the year 
1915 up to and including 1929 ap- 
proximately $500,000 was added to 
the fixed capital of the respondent’s 
plant. These years, generally speak- 
ing, were years of a higher price level 
for material and supplies than the 
price level of May 1, 1935. Giving 
due weight to the original cost of the 
respondent’s property and present 
prices for material and labor as re- 
flected by the appraisals, and for rea- 
sons herein stated, and for others that 


[4] 


appear from the record, it is our 
opinion that the present fair value of 
the respondent’s physical property, ex- 
clusive of land, organization ex- 
penses, and cash working capital, but 
inclusive of material and supplies and 
the Bluefield Valley plant is not less 
than $990,000. 


Organization Expense 


[4] This Commission recognizes 
that in the theoretical reproduction of 
any utility plant there are such costs 
as fees paid to governments for the 
privilege of incorporating. There 
are also other expenditures necessarily 
made to organize the utility and put 
it in readiness to do business, such as 
distributing prospectuses, soliciting 
subscribers to stock, fees paid pro- 
moters, counsel fees, cost of prepar- 
ing and issuing certificates of stock, 
and other preliminary expense. See 
Uniform Classification of Accounts 
for Water Utilities prescribed by the 
Public Service Commission of West 
Virginia, effective January 1, 1924. 
Some, if not all, of such organization 
expenses would occur in the piecemeal 
construction of a utility property and 
be reflected on its books if they are 
properly kept. The only testimony of 
record as to this item of capital outlay 
is that of Mr. Howson confirmed by 
Mr. van den Berg. See Exhibit No. 
7, Record 124 and 675. Mr. How- 
son, in his Exhibit No. 7, lists the va- 
rious items that should be included, 
according to him, as preliminary ex- 
penses, and reaches the conclusion that 
3 per cent of the reproduction cost of 
accounts 311 (land) to and including 
327, which, according to him, is $36,- 
600, should be included in the fair 
value of the respondent's property. 
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We realize that an allowance for or- 
ganization expense has been approved 
by the United States Supreme Court 
in numerous cases and they need not 
be cited here. This Commission has, 
on a number of occasions, made such 
an allowance, not, however, in a per- 
centage anywhere near as large as that 
claimed by Mr. Howson and Mr. van 
den Berg. In arriving at a fair esti- 
mate for organization expense we 
must also consider the book records 
of the company. It is significant that 
the books only reflect an organization 
expense of $924.02. This, however, 
is not, in our opinion, an adequate al- 
lowance. Considering all evidence of 
record we are inclined to allow $10,- 
612 for this item. 


Rights of Way, Land, and Water 
Rights 

The engineers representing the 
Commission and those representing 
the respondent are in agreement as to 
rights-of-way cost per lineal foot and 
both estimate the total value of rights 
of way at $10,819. We accept this 
amount. 

[5, 6] Neither the Commission’s 
engineers nor the respondent’s at- 
tempted to estimate the fair market 
value of the land owned by the re- 
spondent and used and useful in its 
utility business. Four witnesses did 
appear and testify as to the value of 
the respondent’s land: Messrs. J. S. 
Hall and E. H. Easley, of Bluefield, 
West Virginia, for the Commission, 
and Messrs. W. R. Crenshaw and W. 
L. Mustard, of Bluefield, West Vir- 
ginia, for the respondent. All four 
witnesses have been for years past en- 
gaged in the real estate business and 
have been more or less active in buy- 
17 P.U.R.(N.S.) 


ing and selling real estate in Bluefield 
and vicinity, Mr. Hall probably hav- 
ing had the most extensive experience 
over a longer period of years. Messrs. 
Hall and Easley appraised the re- 
spondent’s land, including rights of 
way and water rights, at $51,660. The 
respondent’s appraisers fixed the value 
of its land, including rights of way 
but excluding water rights, at $90,- 
313. Messrs. Hall and Easley, in es- 
timating the value of the respondent’s 
land, fixed a value per acre for each 
separate tract or parcel and multiplied 
it by the fractions of an acre or acres 
in the particular tract. Their estimate 
also includes one cent per gallon per 
day of water flowage from the several 
springs that the respondent owns for 
water rights. 

Analyzing the $51,660 the witnes- 
ses, Hall and Easley, fixed as the value 
of the respondent’s land, rights of 
way, and water rights, we find that 
they placed the rights-of-way value as 
agreed to at $10,819, the water rights 
at $25,758, and land at $15,083. The 
respondent’s appraisers fixed the value 
of its land and rights of way at $90,- 
313, and less the amount of the agreed 
upon rights of way the value of the 
respondent’s land to be $79,526. 

Mr. Wyckoff, in his Exhibit No. 6, 
reports the cost of the respondent’s 
land, including rights of way, to be 
$74,400.30. Subtracting the cost of 
rights of way as shown on the books, 
$3,153.68, leaves $71,246.62 for the 
respondent’s land. Nowhere in the 
accountant’s reports of the cost of the 
Bluefield plant is there shown any 
amount covering cost to the respond- 
ent of water rights as such so that 
the cost of the water rights is neces- 
sarily included in the $71,246.62. As 
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heretofore set forth, the Commission’s 
witnesses, Hall and Easley, appraised 
the respondent’s water rights at $25,- 
758. Mr. Howson and Mr. van den 
Berg, for the respondent, appraise the 
water rights at $75,000 (Exhibit No. 
9). They arrived at this value by 
comparing their estimates of the cost 
of securing a supply of water adequate 
and sufficient to serve the city from 
Bluestone river by impounding the 
waters thereof and also by developing 
what is known as the Burke’s Garden 
supply, which is some distance from 
the city, to the value they fix for wa- 
ter rights. In Exhibit No. 9 the wit- 
ness, Howson, shows that the present 
supply is estimated to be $12,782 
per year cheaper to operate than a 
supply from the Bluestone river and 
$52,832 per year cheaper than a water 
supply from Burke’s Garden. Mr. 


van den Berg further testified that 
comparing the cost of water to the re- 
spondent to that of water systems in 
other cities, namely, Welch and Beck- 
ley, $75,000, in his opinion, is the 
lowest estimate that could be placed 


upon his company’s water rights. 
However, the probative value of these 
latter comparisons is materially less- 
ened by the testimony of the Com- 
mission’s assistant engineer, Mr. W. 
B. Hall, who, in his Exhibit No. 28, 
clearly shows that the cost of water to 
the respondent, excluding any value 
for water rights, is considerably high- 
er than the water which is purchased 
by the utilities supplying Welch and 
Beckley. 

The witnesses, J. S. Hall, Easley, 
Crenshaw, and Mustard, all testified 
that land values in Bluefield and vicin- 
ity were considerably higher in 1926 
and 1927 than they were at the time 


of the hearings at which they gave tes- 
timony and that there was a more ac- 
tive real estate market in Bluefield at 
that time. It is a matter of common 
knowledge that real estate prices were 
higher and business conditions in gen- 
eral more prosperous in Bluefield in 
1926 and 1927 than they are today. 

The respondent’s witnesses, Cren- 
shaw and Mustard, occupy the same 
real estate office in Bluefield and have 
for a number of years more or less 
been jointly engaged in the real es- 
tate business. The value they estimate 
for the respondent’s land is their in- 
dividual and joint judgment. This 
same Mr. W. R. Crenshaw, in con- 
junction with George P. Stovall and 
F. R. Christy, real estate men of Blue- 
field, made for the respondent an ap- 
praisal of its real estate in the year 
1927, at which time they appraised 
substantially the same real estate at 
a much lower figure than is testified 
to by Mr. Crenshaw and Mr. Mustard 
in this proceeding. It is true that Mr. 
Crenshaw, in answer to a question by 
respondent’s counsel, said that he 
thought the 1927 appraisal was too 
low, but there is nothing in the report 
showing the 1927 appraisal (Exhibit 
No. 11) that would indicate that at 
the time the appraisal was made by 
Messrs. Crenshaw, Stovall, and Chris- 
ty, Mr. Crenshaw in any way dis- 
agreed with the value then fixed. In 
order that the difference in price per 
acre between the values placed upon 
the respondent’s land by the witnesses, 
Crenshaw and Mustard, in this pro- 
ceeding and the value placed thereon 
by Messrs. Crenshaw, Stovall, and 
Christy in 1927 may fully appear they 
are reproduced as follows: [Table 
omitted. } 
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These prices do not include any 
value for water rights but the 1927 re- 
port states that certain rights of way 
were included in the appraised value. 

Since all the land witnesses agree 
that real estate prices were greater in 
1927 than when they testified the ap- 
praisal made by Messrs. Crenshaw, 
Stovall, and Christy reduces the 
weight that could otherwise be accord- 
ed the testimony of Messrs. Crenshaw 
and Mustard in this proceeding. 

Respondent’s counsel on brief cite 
many court and Commission cases sup- 
porting its position that water right 
values, if proven, should be included 
as part of the property upon which the 
utility is entitled to a return, but no 
formula is laid down in these cases for 
proving such values. Some Commis- 


sions in the past have allowed value 
of water rights, others have taken the 


position that if there is any value by 
reason of water rights the benefits 
therefrom should be divided between 
the utility and the public. See 1 Guid- 
ing Principles of Public Service Regu- 
lation, by H. C. Spurr, 655, wherein 
the author, in discussing such a divi- 
sion of water right values, says: 
“This seems to be a reasonable, equi- 
table, and far-sighted policy; but 
whether it is strictly legal remains to 
be seen.” It would appear that the 
first residents of the city of Bluefield 
and those locating business enterpris- 
es, industries, and the large railroad 
works of the Norfolk and Western 
Railway Company had in mind the 
availability of a water supply from the 
springs in the immediate vicinity. Of 
course, it cannot be said that the re- 
spondent is the sole owner of the wa- 
ter but merely the owner of the land 
on which the springs are located. So 
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there is probably some inherent, intan- 
gible right of ownership in the public, 
which would tend, to some extent, to 
offset any water right value as such if 
it were proven in this or any other 
proceeding. As was said by Judge 
Miller in the case of Bluefield Water 
Works & Improv. Co. v. Public Serv- 
ice Commission (1921) 89 W. Va. 
736, 741, P.U.R.1922C, 79, 83, 110 
S. E. 205: “One of the points urged 
by counsel for the applicant is that it 
was entitled to have included in the 
estimated value of its plant the sup- 
posed value of certain water rights 
purchased and owned by it, being | 
springs on land purchased, its present 
chief source of water supply. There 
was included in the Commission’s esti- 
mate the actual amount invested in the 
subsidiary company, the Bluefield Val- 
ley Waterworks Company, but the 
Commission denied the right of the 
applicant to value these water rights 
beyond the actual cost of the land on 
which the springs are located. The 
applicant, to fulfil the obligation of 
its franchise, was bound to obtain a 
supply of water from some source. 
The only source of its supply was 
these springs and the Bluestone river. 
The city of Bluefield, whose inhabi- 
tants it serves, was doubtless located 
with reference to these sources of wa- 
ter supply, and it, and not the utility 
company employing them, was entitled 
to the benefits of their relative loca- 
tion. The Commission was not able 
to say, without much speculation, that 
these springs had any value beyond the 
value of the land on which they were 
located, which was included in the 
Commission’s estimate.” 

The decision of the supreme court 
in the above case was the subject of an 
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appeal to the United States Supreme 
Court (262 U. S. 679, 67 L. ed. 1176, 
P.U.R.1923D, 11, 43 S. Ct. 675) and 
that court, although reversing the su- 
preme court of appeals of West Vir- 
ginia, did not disturb or pass upon the 
West Virginia court’s finding as to 
the value of water rights, and this 
Commission in the proceeding involv- 
ing the respondent’s predecessor in 
title, Re Bluefield Water Works & Im- 
prov. Co. 2 W. V. P. S. C. Decisions, 
193, 11 Ann. Rep. W. V. P. S. C. 225, 
P.U.R.1924D, 325, considered and 
discussed the former findings of the 
Commission, the state supreme court, 
and the United States Supreme Court, 
and again refused to allow any sepa- 
rate amount for water rights although 
the same was claimed by the utility. 
The same is true in the proceeding be- 
fore the Commission of the Bluefield 
Water Works & Improvement Com- 
pany’s application to change rates, 2 
W. V. P. S. C. Decisions, 382, 14 
Ann. Rep. W. V. P. S.C. 108, P.U.R. 
1927B, 275, decided by the Commis- 
sion December 2, 1926. 

The respondent’s claim for water 
rights value at its best is highly theo- 
retical and speculative and the same is 
true of the testimony of the witness- 
es, J. S. Hall and Easley. In passing 
upon such testimony the Commission 
should be firmly convinced that it is 
of such definiteness and of such com- 
petent character as would require it 
to include such estimates in the value 
of the respondent’s property upon 
which it is entitled to a return. 

The supreme court of appeals of 
West Virginia in the case of Wheeling 
v. Natural Gas Co. supra, at p. 477 of 
5 P.U.R.(N.S.), said: 

“This court, since its decision in 


Huntington v. Public Service Com- 
mission (1921) 89 W. Va. 703, 
P.U.R.1922C, 558, 110 S. E. 192, 
down to the present, has repeatedly ex- 
pressed the view that experts’ testi- 
mony on reproduction new, etc., is at 
best most unsatisfactory, and that at 
least some consideration should be giv- 
en original cost, where the conditions 
justify it.” 

And again in the same opinion: 

“We, therefore, direct that the 
Commission review its finding on 
present fair value, giving due regard 
to the original cost of the property.” 

We are not so impressed with the 
testimony of the witnesses, Howson 
and van den Berg, as to the value of 
water rights that we can accept it. 
We, for reasons that have been stated, 
cannot accord full weight to the testi- 
mony of the witnesses, Crenshaw and 
Mustard, as to the value of the re- 
spondent’s land. It might be that the 
estimate of the witnesses, Hall and 
Easley, of $15,083 for the respond- 
ent’s land, exclusive of water rights 
and rights of way, is too low, but we 
are of the opinion that, considering all 
the evidence of record, the value of the 
land, including the value that is attrib- 
utable to water rights, does not exceed 
the amount actually paid therefor as 
shown from Mr. Wyckoff’s Exhibit 
No. 6, which is $71,246.62, and this 
amount will be carried into the value 
of the respondent’s property for land 
and water rights. 


Cash Working Capital 


[7, 8] The respondent claims that 
it should have included in the value 
of its property cash working capital 
in the amount of $25,000 and offered 
Mr. Howson and Mr. van den Berg, 
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as witnesses in support of its claim. 
Witness Howson testified that his es- 
timate for cash working capital re- 
quirements was based on forty-five 
days’ revenue from the domestic con- 
sumers that were billed monthly and 
six months’ revenue from the munici- 
pal five hydrant account, which is 
billed semiannually. Record 419. Mr. 
van den Berg stated that the company 
should have an allowance of $25,000 
and based his estimate on two different 
methods, these being, first, the respon- 
dent’s cash requirements were approx- 
imately equal to the consumers’ ac- 
counts receivable, which amounted to 
$23,803, and, second, the twelve 
months’ average excess of current as- 
sets over current liabilities, which 
amounted to $22,279. Record 683, 
684. The latter method was con- 
demned by the New York Public 
Service Commission in Re Upstate 
Teleph. Corp. (1936) 13 P.U.R. 
(N.S.) 134. 

The authorities agree that working 
capital is a lawful element and must 
be included in the rate base. The rea- 
soning of the respondent’s witnesses 
is somewhat novel to this Commis- 
sion. We have in the past based al- 
lowances for cash working capital up- 
on operating expenses of the com- 
pany. Since cash working capital, by 
its very name, is used for the purpose 
of taking care of current operating ex- 
penses, such as payrolls, etc., it is, in 
our opinion, proper to base any al- 
lowance for it upon the operating ex- 
penses of the company whose rates 
are under consideration. We will, 
therefore, include in the rate base one 
and one-half months’ operating ex- 
penses, which, considering the operat- 
ing expenses as will hereinafter be 
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fixed, results in an allowance of $10,- 
200 for cash working capital. 


Going Concern Value 


[9-12] Mr. Howson estimated that 
the respondent’s going value was not 
less than $115,000. Mr. van den Berg 
stated that in his opinion it had a go- 
ing concern value of $100,000. The 
former in his estimate took into con- 
sideration the lag in the development 
of the business, that is the lack of rev- 
enues from the beginning of the plant 
until it reached the normal saturation 
point. He also approached the prob- 
lem on the basis of the price a willing 
purchaser would pay for the property 
over and above its physical component 
parts. Mr. van den Berg, concerning 
his estimate, said he considered the 
deficiency in the earnings of the com- 
pany during its early history, and 
stated that it had been his experience 
in the public utility business that it ac- 
tually cost a utility about $25 for each 
customer attached, and that the going 
concern value which he estimated was 
necessary to take care of the early de- 
velopment costs of the company, and 
as an additional argument for its al- 
lowance he detailed several decisions 
of this and other Commissions and 
courts in which going concern value 
was allowed, and for which a separate 
amount was fixed. 

The United States Supreme Court 
has said “that there is an element of 
value in an assembled and established 
plant doing business and earning 
money over one not thus advanced” 
and that “this element of value is a 
property right, which should be con- 
sidered in determining the value of the 
property upon which the owner has 
a right to make a fair return.” Los 
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Angeles Gas & E. Corp. v. California 
R. Commission, 289 U. S. 287, 314, 
77 L. ed. 1180, 1197, P.U.R.1933C, 
229, 245, 53 S. Ct. 637; Des Moines 
Gas Co. v. Des Moines, 238 U. S. 153, 
169, 59 L. ed. 1244, P.U.R.1915D, 
577, 35 S. Ct. 811; Willcox v. Con- 
solidated Gas Co. (1909) 212 U. S. 
19, 52, 53 L. ed. 382, 399, 29 S. Ct. 
192, 48 L.R.A.(N.S.) 1134, 15 Ann. 
Cas. 1034; Cedar Rapids Gas Light 
Co. v. Cedar Rapids (1912) 223 U. S. 
655, 669, 56 L. ed. 594, 604, 32 S. 
Ct. 389. The Supreme Court of the 
United States has also said: “Going 
value is not something to be read into 
every balance sheet as a perfunctory 
addition.” Dayton Power & Light 
Co. v. Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 309, 78 L. ed. 
1267, 1280, 3 P.U.R.(.N.S.) 279, 292, 
54 S. Ct. 647. Three weeks after the 
Dayton decision the Supreme Court 
in the Columbus Case analyzed the 
elements claimed as making up go- 
ing value, namely, the unearned return 
during the business development pe- 
riod, the cost of attaching customers, 
and the lag in attaching customers, 
and one by one the court criticized 
those constituents and generally dis- 
approved them, and in conclusion held 
that going value, as a factor of valu- 
ation, in that case was “‘reflected in the 
other items and particularly in the ap- 
praisal of the physical assets as part of 
an assembled whole.” Columbus Gas 
& Fuel Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 398, 
411, 78 L. ed. 1327, 1335, 4 P.ULR. 
(N.S.) 152, 161, 54 S. Ct. 763, 91 
A.L.R. 1403. We concur in the state- 
ment that there is an element of value 
in a successful going concern over and 
above the bare value of the physical 
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property and that in valuing a proper- 
ty for rate-making purposes the Com- 
mission must treat it as a living organ- 
ism and not one of nothing more than 
bare bones. Los Angeles Case, supra. 
In the theoretical reproduction of a 
utility property treated as a successful 
enterprise with customers attached 
there is unquestionably a value over 
and above one not so far advanced or 
the mere component physical parts 
and if it were the law that the repro- 
duction cost of a property should be 
that upon which a utility was entitled 
to a return, then we would say that 
somewhere in the estimate of the re- 
production cost there must, either as 
a separate item or as a part of the 
several items making up the property, 
be included a reasonable amount for 
going concern value. However, the 
courts have not said that a utility is 
entitled to earn upon the reproduction 
cost of its property, but upon the fair 
value considering all the elements of 
value such as reproduction cost, orig- 
inal cost, and investment cost. See 
Smyth v. Ames, supra. 

The word fair, in our opinion, is 
significant. It means fair to the util- 
ity and fair to the user of that utility’s 
service. Is it fair to the consumer to 
write into a rate base a sum of money 
not actually expended by the company, 
arbitrarily arrived at by highly tech- 
nical and speculative formule? We 
doubt that it is. A Commission treats 
a utility fairly if it permits it to earn 
upon every item of useful property 
that can be determined with reasonable 
accuracy and by fair and just esti- 
mates, opinions, and formulz. 

Our court, in the recent case of 
Wheeling v. Natural Gas Co. supra, 
at p. 483 of 5 P.U.R.(N.S.), held 


17 P.U.R.(N.S.) 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


that: ‘The burden, under the author- 
ities, is on the utility to show going 
concern value of its plant.” It also 
held, in the case of Charleston v. Pub- 
lic Service Commission, 110 W. Va. 
245, P.U.R.1931E, 74, 80, 159 S. E. 
ao: ™. that the utility assumes 
the burden of demonstrating to the 
Commission, upon direct evidence 
when possible, a reasonable ground- 
work of facts from which going val- 
ue can be determined.” And said the 
United States Supreme Court in the 
recent case of St. Joseph Stock Yards 
Co. v. United States (1936) 298 U. 
S. 38, 80 L. ed. 1033, syl. 14, 14 
PUAANS.) 7, 56 S.. Ce. 7: 
“In seeking a specific allowance for 
going concern value in addition to the 
value of its physical plant in fixing a 
rate base for a stockyards company’s 
charges, it is incumbent upon such 


company to furnish convincing proof 
that because of the absence of such al- 
lowance its property is being confis- 


cated.’’ The respondent in this pro- 
ceeding claims a substantial amount 
for going value. Claiming is not 
proving. Has it demonstrated to the 
Commission by competent evidence a 
reasonable groundwork of facts from 
which going value can be determined ? 
They speak of the lag in the develop- 
ment of the business. Is this not 
merely another name for capitalization 
of past losses which has been repudi- 
ated by the United States Supreme 
Court in the Knoxville, Galveston, and 
Georgia Power Cases? Knoxville v. 
Knoxville Water Co. (1909) 212 U. 
S. 1, 14, 53 L. ed. 371, 29 S. Ct. 148; 
Galveston Electric Co. v. Galveston, 
258 U. S. 388, 395, 66 L. ed. 678, 
P.U.R.1922D, 159, 42 S. Ct. 351; 
Georgia R. & Power Co. v. Georgia 
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R. Commission, 262 U. S. 625, 632, 
67 L. ed. 1144, 1148, P.U.R.1923D, 
1, 43 S. Ct. 680. The capitalization 
of past losses, as Mr. Justice Brandeis 
pointed out in the Galveston Case, 
leads to the conclusion that if past loss- 
es increase going value, then vice 
versa, a successful company ought to 
have its value reduced by its surplus. 
They also say that going value should 
be allowed on the basis of what a will- 
ing purchaser would pay for the prop- 
erty over and above its physical com- 
ponent parts. We agree that a will- 
ing purchaser would probably pay 
more for an established utility than 
the total sum of its physical compo- 
nent parts, but this does not mean that 
such excess as the willing purchaser 
might pay should be written into a 
rate base. They further say that an 
allowance should be made for going 
value because it costs a utility about 
$25 for each customer attached. The 
cost of attaching customers is charged, 
under the Classification of Accounts 
for Water Utilities, to fixed capital 
and operating expenses, material and 
labor to the former, office, new busi- 
ness, and other expenses to the latter, 
it is entitled to earn on the former and 
to permit the utility to capitalize that 
part of the cost charged to operating 
expenses would be to require the con- 
sumer to pay for the attachment of 
customers in the first instance and 
then to pay a return on the same thing 
as capital. We cannot subscribe to 
such doctrine. 

The mere fact that Commissions, 
courts, and this Commission have in 
the past, on different records than the 
one now before us, allowed a utility 
going concern value is of no probative 
effect in this proceeding. The words 
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of United States District Judge 
Hutcheson, in the original Galveston 
Case, on this subject are significant 
and interesting. He said: 

“In short, when ‘going concern’ is 
stripped of its involvement and obscur- 
ity, its attractive names and titles, it 
presents itself on the one hand where 
the past record of the utility has been 
profitable, as nothing more than good 
will, which the courts have always re- 
fused to allow, and, on the other hand, 
where the past record has been unprof- 
itable, as nothing more than an effort 
to capitalize errors and misfortunes.” 
Galveston Electric Co. v. Galveston, 
272 Fed. 147, 161, P.U.R.1921D, 
547, 567. 

We, in this proceeding, have under- 
taken to find a fair value for the re- 
spondent’s property, that is a value 
fair to the utility and fair to its cus- 
tomers. Considering the allowance 
made for interest during construction 
and other undistributed construction 
costs and organization expenses, all 
totaling $144,405, even though it was 
not shown that any bonds, notes, or 
other evidence of indebtedness were 
sold, nor any interest-bearing debt was 
incurred for the acquisition or con- 
struction of the additions, extensions, 
and improvements made to the Blue- 
field plant (see Re Southern Indiana 
Gas & E. Co. [Ind. 1936] 12 P.U.R. 
(N.S.) 522) and having appraised the 
respondent’s physical assets whether 
tangible or intangible as parts of an 
assembled whole (see Des Moines and 
Columbus Cases, supra), and being of 
opinion that respondent has failed to 
carry the burden of proof imposed up- 
on it by the courts, we make no sepa- 
rate allowance in this proceeding for 
going concern value. 


Present Fair Value 


The respondent, on brief, contends 
that the present fair value of its prop- 
erty is not less than the investment it 
has therein of $1,463,607.95. Using 
Mr. Howson’s estimate of reproduc- 
tion cost new less depreciation, less the 
agreed reduction for the Ada dam 
(Record 1099) and the respondent’s 
claims for land values, working cap- 
ital, organization expense, and going 
value, the rate base would be $1,364,- 
068. For the reasons that have been 
stated we are of the opinion that the 
record does not justify the claims of 
the respondent as to the value of its 
property. We have heretofore found 
the present fair value of the various 
items of property to be as follows: 
Physical property, including ma- 

terial and supplies and Blue- 

field Valley property 
Organization expense 
Rights of way 


Land and water rights 


Cash working capital 10,200.00 


$1,092,877.62 


As has been pointed out, the Com- 
mission, on December 2, 1926, found 
the present fair value of the respond- 
ent’s property to be $960,000. On ap- 
peal from the Commission’s decision 


in that proceeding Judge Parker, 
speaking for the three-judge Federal 
court, indicated that $147,000 should 
be added thereto. This would make 
the value as of that date $1,107,000, 
and in compromising the case then 
pending in the United States district 
court the city authorities and the wa- 
ter company agreed that for rate-mak- 
ing purposes the value of the water 
company’s plant was $1,050,000. 
Since 1927 there have been net addi- 
tions to the property of $292,718.05. 
The value herein determined should 
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also be compared with the company’s 
investment which, exclusive of cash 
working capital, is $1,463,617.95, and 
the fixed capital adjusted, undepreci- 
ated, of $1,145,658.93. (See Wyck- 
off’s Exhibit No. 1, page 16.) Giving 
due consideration to all the matters of 
record and having in mind that we are 
testing the reasonableness and pro- 
priety of the respondent’s existing 
rates, we do not believe that the fair 
value of the respondent’s useful prop- 
erty is in excess of $1,092,877.62, and 
we find accordingly. 


Operating Expenses and Revenues 


The only accounting information 


Operating and 
Maintenance 
Expenses 


Operating 


12 Months Ending Revenues 


the respondent, and on page 81 of its 


-brief the following appears: “There 


was no dispute as to actual revenues 
and expenses of the Bluefield plant. 
This statement is correct, although 
Mr. Wyckoff’s figures for the period 
ending April 30, 1935, are somewhat 
different than the book figures for the 
same period.” 

From the above exhibits it appears 
that operating revenues, operating and 
maintenance expenses, taxes, total op- 
erating expenses, and income before 
depreciation for the years 1926 
through 1934 and for the 12-month 
period ending April 30, 1935, are as 
follows: 


Income 
_ Before 
Depreciation 


Total 
Operating 


Taxes Expenses 


$20,057 
14,923 
14,868 
15,760 
30,879 
28,043 
29;658 
22,242 
31,505 
29,404 


$103,799 
92,470 
88,747 
91,072 
114,162 
95,586 
89,813 
79,413 
83,297 
81,639 


$57,115 


$83,742 
89,250 


77,547 
73,879 
75,312 
83,283 
67,543 
60,155 
57,171 
51,792 
52,235 


December 31, 1926 
“ “ 1927 


81,616 
76.211 
79.423 


Note: 


From 1926 to 1933, inclusive, from Exhibit 2, Vol. 1, except that fire hydrant revenues 


have been reduced to $14,200 per year to conform with the present rates for this service. 
1934 and year ending April 30, 1935, from Exhibit 2, Volume 2. 


which we have concerning the re- 
spondent’s expenses and revenues is 
contained in Mr. Wyckoff’s exhibits. 
In his Exhibit No. 2, Part 1, he shows 
expenses since the respondent acquired 
the water plant at Bluefield up to and 
including the calendar year 1933; in 
his Exhibit No. 2, Part 2, he shows 
the expenses and revenues for the cal- 
endar year 1934 and for the 12-month 
period ending April 30, 1935; and in 
his Exhibit No. 3 he shows the reve- 
nues and expenses for the 12-month 
period ending August 31, 1935. 

Mr. Wyckoff’s report on revenues 
and expenses was not objected to by 
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A study of this table shows that al- 
though the respondent’s taxes are sub- 
stantially more than they were prior 
to 1930 its total operating expenses, 
including taxes, are substantially less 
today than they were then. This is 
not due to any recession in revenues or 
falling off in the quality and efficiency 
of service, but to economies that have 
been practiced by the present manage- 
ment. Partly by reason of these econ- 
omies and after a series of confer- 
ences attended by the Commission, the 
representatives of the city, and the of- 
ficials of the respondent, in the year 
1934 the respondent, by order of the 
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Commission, was required to reduce 
its public fire hydrant charge from 
$27,200 annually to $14,200, thus ef- 
fecting a saving to the city of Bluefield 
and its citizens of $13,000 annually. 

[13] In view of the economies that 
are being practiced not many excep- 
tions may be taken to the respondent’s 
actual operating expenses in forecast- 
ing reasonable expenses for the imme- 
diate future. The details of the gen- 
eral and miscellaneous expenses, Ex- 
hibit No. 2, Part 2, pages 31 and 32, 
show several comparatively small 
items of expense which are not prop- 
erly allowable. The exhibit shows ex- 
penses amounting to $342.11 for con- 
tributions and donations of a chari- 
table and civic nature. We must elim- 
inate expenses of this character. See 
Idaho Power Co. v. Thompson, 19 F. 
(2d) 547, P.U.R.1927D, 388; Re 
Southern California Edison Co. (Cal. 
Public 


1923) P.U.R.1924C, 1; Re 
Service Co. (Ill.) P.U.R.1919D, 809; 


Re Springfield Gas & E. Co. (Ill 
1919) P.U.R.1920A, 446; Re Indian- 
apolis Water Co. (Ind. 1918) P.U.R. 
1919A, 448; Re Citizens Independent 
Teleph. Co. (Ind. 1929) P.U.R. 
1930A, 431; Re Lafayette Teleph. Co. 
(Mo. 1919) P.U.R.1920A, 169; Re 
St. Joseph R. Light, Heat & P. Co. 
(Mo.) P.U.R.1921C, 767; Re New 
York Teleph. Co. (N. Y.) P.U.R. 
1932D, 20; Herring v. Clark’s Ferry 
Bridge Co. (Pa.) P.U.R.1926D, 514; 
Re Cumberland & A. Gas Co. ( W. Va. 
1927) P.U.R.1928B, 20; Public Serv- 
ice Commission v. St. Joseph R. Light, 
Heat & P. Co. (Mo. 1936) 14 P.U.R. 
(N.S.) 113. Certain other expenses 
should likewise be eliminated, such as 
$37.21 Federal check tax; $161.75 
special accounting service; $13.26 
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newspaper subscriptions; $193.21 for 
group life insurance; and part of the 
management charge amounting to 
$581.52. 

[14] The respondent claims that 
Mr. Wyckoff’s reports do not proper- 
ly reflect the operating expenses and 
taxes for the immediate future. It 
claims that by reason of the Federal 
Social Security Act of 1935 it will be 
assessed an employers’ tax which in- 
creases in per centum during the ensu- 
ing years. A letter bearing date April 
3, 1936, from Sidney J. Kwass, city 
attorney for the city of Bluefield, was 
read into the record, which letter states 
that by reason of an ordinance adopt- 
ed by the city of Bluefield on the 11th 
day of February, 1936, laying an as- 
sessment of a fire protection charge 
against all persons, firms, and corpo- 
rations within the city limits of the 
city of Bluefield, the respondent will 
be required to pay annually $896.55. 
It claims this is an additional expense. 
We take cognizance of the fact that 
the Congress of the United States this 
year enacted into law a measure in- 
creasing Federal income taxes, which 
will, in turn, inc’ease the expenses of 
the respondent for that item. Our 
secretary's office is also in receipt of a 
copy of an ordinance recently passed 
by the city of Bluefield assessing a tax 
on the business of supplying and sell- 
ing water equal to one sixth of one 
per cent of the gross proceeds of sales 
of such business. We are informed 
the respondent is paying this tax. 
Having in mind the increased operat- 
ing charges by reason of the matters 
herein above mentioned, we believe it 
reasonable to say such increased 
charges will probably more than offset 
any reductions in expenses which we 
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have commented upon, or which could 
reasonably be made, and are of the 
opinion that the legitimate, reasonable 
operating expenses of the respondent 
for the immediate future will not be 
less than $81,638.75 annually, and we 
find accordingly. 


Rate of Return and Depreciation Al- 
lowance 


There is no dispute as to the reve- 
nues of the company for the 12-month 
period ending April 30, 1935. They 
amount to $161,061.97, and it is on 
these revenues that we must test the 
propriety and reasonableness of the 
respondent’s rates. Deducting from 
the revenues of the company the fore- 
casted operating expenses of $81,- 
638.75, leaves $79,423.22 available for 
return upon the value of the respond- 
ent’s property and an annual allowance 
for depreciation. 


[15] The respondent, through its 
president, states that in order to meet 
its depreciation requirements it should 
have approximately $14,500 annually. 
This amounts to approximately 1.4 
per cent of Mr. Morris’ reproduction 
cost new less depreciation of the re- 


spondent’s physical property. We 
have in proceedings in the past al- 
lowed from 1 to 2 per cent for depre- 
ciation, but considering the age of the 
property, its service condition, and ac- 
tual charges to the depreciation re- 
serve since 1927, the year the property 
was purchased by the present owners, 
we are of the opinion that the respond- 
ent’s contention is not substantiated 
and that a rate of depreciation some- 
what less should be fixed. We, there- 
fore, allow 1 per cent, or $10,928.77. 
This is the same per cent agreed to by 
the respondent in the case in the Fed- 
eral court as shown by the decree en- 
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tered therein and heretofore quoted in 
part. 

[16] Mr. George S. Call, of Harris- 
burg, Pennsylvania, a certified public 
accountant of extensive experience in 
the examination and audit of public 
utility companies, as a Commission 
witness, testified at length and filed 
several tables on the reasonable cost 
of money to the respondent. He stat- 
ed that in his opinion, based on his ex- 
perience and statistical information he 
had available to him, a rate of return 
of 6 per cent would be reasonable. 
The respondent’s witnesses testified 
that the cost of money to it was not 
less than 7.04 per cent, that 6.578 per 
cent is necessary to meet its interest 
and dividend requirements and the dif- 
ference between 6.578 and 7.04 is the 
amount that would be passed on to the 
surplus account. In our opinion the 
respondent’s claim is unreasonable and 
not supported by the record. Due to 
the economies which the respondent is 
practicing, thereby reducing the cost 
of water service to its customers 
($13,000 in the public fire protection 
charge in 1934) we are of opinion 
that a rate of return of approximately 
6} per cent would be reasonable. 

The respondent’s net income avail- 
able for return is $68,494.45. This is 
approximately 6} per cent of the rate 
base. Considering what has been 
herein said, the entire record in this 
proceeding, and the findings made, 
we are of the opinion that the earn- 
ings of the company are not ex- 
cessive and that the respondent’s 
rates are not unjust and unreason- 
able. This would not be so, how- 
ever, if there had not been a reduction 
in the public fire protection charge 
during the year 1934. The company 
will, by order, be required to keep a 
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detailed inventory of additions to its 
property in the form to be prescribed 
by the Commission’s engineer, so that 
should it appear from the annual re- 
port it files with the Commission that 
the revenues are increasing, the Com- 


mission will be in position at all times 
to determine with little expense and 
slight delay whether or not the re- 
spondent’s rates might be adjusted 
downward. The order will also dis- 
continue this investigation. 
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Re Missouri-Kansas-Texas Railroad 
Com pany 


[Cause No. 16960, Order No. 10942.] 


Service, § 224.1 — Substitution of caretaker for agent — Railroad station — 
Effect of agreement with union — Notice. 
A railroad company should not be permitted to substitute a caretaker for 
an agent at a railroad station when the caretaker service is, at least in 
part, an agency service covered by an agreement with a labor union and 
the railroad company has not complied with a provision of such agreement 
requiring notice and opportunity for a conference before any change in the 
agency is made, since the carrier does not have the right, under the guise 
of abolishing a position, to transfer its duties to someone not covered by 
the agreement or to pay employees performing agency work at stations 
included in the agreement on any other than the basis provided in the 


agreement. 


[December 30, 1936.] 


—— by railroad company to substitute caretaker or 
merchant agent for regular agent at a station; dismissed 
without prejudice. 


By the Commission: This cause 
came regularly on for hearing on June 
4, 1936, before J. B. A. Robertson, 
referee, pursuant to assignment and 
notice heretofore given as by law re- 
quired, upon application of the Mis- 
souri-Kansas-Texas Railroad Com- 
pany for authority to substitute care- 
taker for the regular station agent at 
Carney, Oklahoma. Testimony of 
witnesses was taken the entire day and 
the cause was continued to June 10, 
1936, at which time additional testi- 
mony was taken and the case closed. 
M. D. Green, T. A. Gray, and J. Fitz- 
gerald appeared for the Missouri- 


Kansas-Texas Railroad Company; 
Frank H. Schaler, Superintendent, 
and W. C. Thompson, General Chair- 
man of the Order of Railroad Teleg- 
raphers, represented E. J. Manion, of 
St. Louis, Missouri, President; H. C. 
Dodson, President of the Chamber of 
Commerce of Carney, G. B. Rogers, 
and others, appeared for the town of 
Carney. The Commission was rep- 
resented by its counsel. 

The referee, having heard the oral 
testimony of witnesses, duly sworn, 
submits to the Commission the fol- 
lowing findings and recommendations : 

On the 12th day of May, 1936, 
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the Missouri-Kansas-Texas Railroad 
Company filed its application to substi- 
tute a caretaker or merchant agent for 
the regular agent at Carney, Okla- 
homa. Thereafter and on the 18th 
day of May, 1936, a protest signed by 
a large number of citizens of Carney 
was filed. Carney, Lincoln county, 
Oklahoma, has a population of about 
350, with a trade territory of about 
8 miles in each direction. It supports 
one hardware store, five grocery 
stores, one drug store, four filling sta- 
tions, one bank, and two cotton gins. 
It is principally an agricultural com- 
munity. The station is served by four 
daily passenger trains, two of which 
stop regularly, and four daily freight 
trains, except Sunday, when only two. 
Two of the freight trains are way 
freights, one in each direction, han- 
dling local merchandise, and make 
overnight delivery from Oklahoma 


City, and second day delivery from St. 
Louis, Kansas City, and other points. 
No motor carrier service is provided, 
except such trucking that is given by 
wholesale houses hauling their own 


products. The nearest open stations 
are Tryon, to the north, a rail dis- 
tance of 4.6 miles, and Fallis, to the 
south, a rail distance of 8.5 miles. 

In the event caretaker service is sub- 
stituted, Carney will be a prepay sta- 
tion. Outbound shipments will be 
handled through the nearest open sta- 
tion, either Tryon or Fallis, depending 
on the direction the shipment moves. 
Shipments destined to Carney will 
have to be prepaid and the consignees 
will have to meet the train to receive 
shipment. The caretaker will not 
have authority to handle money on 
outbound shipments, thereby causing 
the shipper to make all arrangements 
at the next open station. Tariifs will 
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not be on file. Shippers desiring in- 
formation may receive same only from 
the nearest agency station. In the 
case of carload shipments, arrange- 
ments must be made with the agent at 
an open station. The citizens of Car- 
ney who testified were unanimous in 
their opinion that such service would 
be an inconvenience. 

The railway company, in support of 
its application, introduced Exhibit 8, 
tending to reflect the revenues and ex- 
penses of the station for the years 
1934, 1935, and the first four months 
in 1936. The Missouri-Kansas-Tex- 
as proportion of revenue, in 1934, 
amounted to $3,187.29. After apply- 
ing the customary 50 per cent rule to 
freight forwarded and received, the 
station was credited with a gross rev- 
enue of $1,931.23. (This 50 per cent 
rule is applied to the total gross rev- 
enue of both outbound and inbound 
freight in order that each station may 
receive credit for that freight revenue 
to which it is entitled. The rule does 
not apply to ticket sales, because, un- 
like freight shipments, no other station 
on the line incurs any terminal or oth- 
er charges in.the handling of passen- 
ger business, other than the station 
making the sale.) Expenses for 1934 
amounted to $1,344.81, of which $1,- 
267.26 went for wages of the agent. 
The gross revenue less expenses leaves 
a net revenue of $586.42 for said 
year. The station, for the year 1935, 
was credited with a revenue of $1,- 
315.05, after application of the 50 per 
cent rule, as compared with expenses 
of $1,414.96, leaving a net loss of 
$99.91 for said year. The agent’s 
wages amounted to $1,334.86. The 
first four months in 1936 produced a 
revenue of $346.18, after application of 
the 50 per cent rule, and expenses were 
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| wages. 
§ penses leaves a net loss of $125.45. 


» month. 
| agreement does not cover rates of pay 
» of caretakers, it is the contention of 
| the Order of Railroad Telegraphers 
) that thirty days’ notice should have 
| been given, as required by Par. (b) 

of Art. XXV, before any change in 
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$471.63, of which $451.23 was agent’s 
Comparing revenues with ex- 


The referee finds that the above fig- 


f ures are substantially correct, and 
| based on such finding alone would be 
| inclined to recommend that the appli- 
; cation herein be granted, as the figures 


show that the station is operating at 


5 a loss at the present time ; however, the 


railway company and the Order of 


§ Railroad Telegraphers are parties to 
| an agreement covering the regulations 
§ and rates of pay of employees. 
B hibit 9.) 
§ effective August 1, 1928, and provides 
| at page 30 of said agreement, that at 


( Ex- 
This agreement was made 


Carney, the agent telegrapher shall re- 


| ceive 52 cents per hour for work done, 
| and the testimony sponsored by the 


railway company shows that in the 


| event of the change, the caretaker 
| would receive a salary of only $15 per 


While it may be true that the 


the agency is made. Said Par. (b) 
provides that should either party de- 
sire to revise the agreement, it should 
furnish thirty days’ written notice 
containing the proposed changes, and 
conferences shall be held immediately 
on the expiration of said notice. It 
was further shown that when such 
conferences are held, and the parties 
cannot agree to the change, then the 
matter is referred to the National Rail- 
road Adjustment Board as provided 
in H. R. 9463, an act to provide for 
the prompt disposition of disputes be- 
tween carriers and their employees, 
and for other purposes, approved May 


20, 1926 (69th Congress) ; and H. R. 
9861, an act to amend the Railway 
Labor Act of May 20, 1926, approved 
June 21, 1934, § 6 of which reads 
as follows: (45 USCA § 156.) 

“Carriers and representatives of the 
employees shall give at least thirty 
days’ written notice of an intended 
change in agreements affecting rates 
of pay, rules, or working conditions, 
and the time and place for the begin- 
ning of conference between the repre- 
sentatives of the parties interested in 
such intended changes shall be agreed 
upon within ten days after the receipt 
of said notice, and said time shall be 
within the thirty days provided in the 
notice. In every case where such no- 
tice of intended change has been given, 
or conferences are being held with 
reference thereto, or the services of 
the mediation board have been request- 
ed by either party, or said board has 
proffered its services, rates of pay, 
rules, or working conditions shall not 
be altered by the carrier until the con- 
troversy has been finally acted upon as 
required by § 155 of this act, by the 
mediation board, unless a period of 
ten days has elapsed after termination 
of conferences without request for or 
proffer of the services of the media- 
tion board.” 

The evidence shows that no such no- 
tice was given in this case, and no op- 
portunity was had to have conferences 
relative to the changing of the agency. 

The caretaker who would be substi- 
tuted in lieu of the present agent 
would meet all trains, keep the depot 
warm and clean, accept shipments for 
trains, put them in the warehouse and 
look out for the public in general, as 
well as to receive, load, and deliver 
shipments of cream and express. 
Article I of said agreement provides 
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that same shall apply to agents, freight 
agents, or ticket agents, where they 
have charge of station, take the place 
of, or perform the work of, an agent, 
etc., and Art. VI thereof, provides : 

“(a) Where payroll classification 
does not conform to Par. (a) of Art. 
I, employees performing service in the 
classes specified therein shall be classi- 
fied in accordance therewith.” 

The Rules for Reporting Informa- 
tion on Railway Employees promulga- 
ted by the Interstate Commerce Com- 
mission to be used by carriers for re- 
porting wage and compensation data 
to the United States Railroad Labor 
Board and to the Interstate Commerce 
Commission outlines the duties of a 
caretaker (Symbol LJN-1: “Care- 
taker, cleaning, caring for, and heating 
stations.” The duties, as outlined by 
the testimony, to be performed by the 
caretaker at Carney, include the du- 
ties of caretaker as defined above, as 
well as other duties now being per- 
formed by the present agent. Since 
Art. VI, supra, specifically sets out 
that employees performing services 
in the classifications specified in Art. 
I shall be classified in accordance 
therewith, it is apparent that the con- 
templated caretaker service is, at 
least in part, an agency service cov- 
ered by Art. I of the contract, and 
it necessarily follows that the proposed 
position to be filled by the caretaker 
comes within the terms of the agree- 
ment. Supporting this position, The 
National Railroad Adjustment Board, 
in Award No. 255, Docket No. TE 
150, considering the question of the 
effect of similar agreements as in- 
volved herein, entered into between the 
Atchison, Topeka and Santa Fe Rail- 
way Company and the Order of Rail- 
road Telegraphers, held that even 
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though an agency is abolished, when 
in fact the caretaker assumes the du- 
ties of an agent, the contract entered 
into is binding and the parties are 
governed by its terms. Referee Lloyd 
K. Garrison, in discussing the ques- 
tion, said, inter alia: ‘“What the car- 
rier does not have the right to do is, 
under the guise of abolishing a posi- 
tion, to transfer its duties to someone 
not covered by the agreement, or, as in 
the present case, again under the guise 
of abolishing positions, to pay em- 
ployees performing agency work at 
stations included in the agreement on 
any other than an hourly basis.” 

The referee concludes that the 
present agent and the position to be 
filled by the caretaker at Carney are 
both covered by the agreement, thus 
making it essential that the require- 
ments of Par. (b) of Art. XXV, 
above referred to, be met by the rail- 
road before asking this Commission 
for authority to change the station 
service. Said requirements have not 
been met, and the referee, therefore, 
recommends that this cause be dis- 
missed without prejudice. 

The Commission, having considered 
the report of the referee, and being 
fully advised in the premises, is of 
the opinion that the same is just and 
proper, and does hereby adopt same, 
together with the findings and recom- 
mendation that this cause be dismissed 
without prejudice. 


ORDER 


It is therefore the order of the Com- 
mission, premises considered, that the 
application of the Missouri-Kansas- 
Texas Railroad Company to substi- 
tute caretaker for regular agent at 
Carney, Oklahoma, be, and the same 
is hereby dismissed, without prejudice. 
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s New Generating Equipment for 
Public Service of N. J. 


uBLIC Service Electric and Gas Company 
P will install a 50,000 kilowatt turbine-gen- 
erator and two high pressure, high temperature 
steam boilers at the Essex generating station 
in Newark, N. J. 

This equipment will increase the station's 
generating capacity from 193,000 kilowatts to 
243,000 kilowatts. Boilers will be operated at 
1400 pounds pressure and at a temperature 
of 950°F, the highest combined temperature 
and pressure ever to be utilized in a generating 
station in this country. 

The turbine-generator will be built by the 
General Electric Company and the steam 

Eboilers by the Babcock & Wilcox Company. 
joilers will be equipped to burn either oil or 
pulverized coal and each will have a capacity 

§ of 605,000 pounds of steam per hour. 


Plans $15,000,000 Expenditure 


‘ A= Gas & Electric Company will 
: spend around $15,000,000 for new con- 
}struction this year, according to President 
George N. Tidd. This is about 50 per cent 
S above the 1936 budget. 


New Headquarters for Titan 


TT Valve & Manufacturing Company 

4 announce that they have moved to their 

Snew factory and office building at 9913 Elk 

= \venue, N.E., Cleveland Ohio. 

| The Titan company manufacturers a com- 
plete line of thermostats, safety pilots, relief 
valves and safetystats, 


Plan Heating and Ventilating 
Exposition 


HE Fifth International Heating and Ven- 

tilating Exposition will be held at Grand 
Central Palace, New York City, January 24- 
28, 1938. 

Significant in connection with the Fifth Ex- 
position, for which plans are now going for- 
ward, is the trend to new building activity. 
Healthful living and efficient working condi- 
lions necessitate new expenditures for modern 
heating and ventilating equipment. In every 
section of the United States, it is becoming 
recognized that the atmospheric conditions in 
the home, office, and factory are properly a 
subject for year-round attention. 

The annual meeting of the American Society 
of Heating and Ventilating Engineers, under 
whose auspices the Exposition is held, will 
take place during the same week in New York. 
Invitations to participate have been extended 


to a number of organizations in the fields con- 
cerned with the heating, ventilating, and air 
conditioning industry. All former exhibitors 
have received advance notification of the 
event. The conduct of the Exposition and all 
details of exhibit arrangement and leasing will 
be in charge of the International Exposition 
Company, Grand Central Palace, New York 
City. It will be under the personal direction of 
Mr. Charles F. Roth, manager, who was 
similarly responsible for the earlier Exposi- 
tion, 


Duquesne Light Plans to 
Spend $12,000,000 


HE Duquesne Light Company, Pittsburgh, 

Pa., expects to spend more than $12,000,- 
000 on a construction and improvement pro- 
gram this year. This increase in its facilities 
according to Frank R. Phillips, president, is 
necessary to take care of an anticipated in- 
creased use of electric power. 


Crescent Issues New Wire 
and Cable Catalogue 


COMPREHENSIVE, yet compact catalogue 
A bulletin of four pages has just been pub- 
lished by the Crescent Insulated Wire & Cable 
Co., Trenton, N. J. 

Complete information is given on various 
types of insulation and coverings, rubber 
jacketed, lead sheathed and varnished cambric 
cords and cables, together with weatherproof 
wire and cable, Armored Bushed Cable, Cres- 
flex, a non-metallic sheathed cable, Parkway 
Cables and Special Cables. 

Data on Crescent Building Wire and Cable 
and Conduit Sizes for Rubber Covered Build- 
ing Wire are set up in convenient table form 
for ready reference. 

In its entirety, the new bulletin will make 
a valuable addition to the catalogue files of 
those who wish to specify the latest and best 
types of wire and cable to meet their particular 
requirements, 


International Trucks Used in 
Public Utility Service 


wo 8-page illustrated folders have been 
2 ieee by the International Harvester 
Company showing the application of various 
types of International trucks especially de- 
signed for use by utility companies, These 
illustrated folders show International equip- 
ment actually in use on various utility jobs, 
including line construction and maintenance 
work, meter servicing, track maintenance, 
street lighting, and emergency service. 
These bulletins on International trucks in 
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public utility service, Nos. A-85-AA and A- 
86-AA, may be obtained from International 
Harvester Company, Inc., 606 South Michigan 
Avenue, Chicago, Illinois. 


Northern States Power to 
Spend $8,142,000 


ORTHERN States Power Company esti- 
N mates construction and improvement 
expenditures will total more than $8,142,000 
this year, more than double the 1936 total, ac- 
cording to Robert F. Pack, president. Every 
division of the company, Minnesota, Wiscon- 
sin and South Dakota, is included in the ex- 
pansion and betterment program. 

The largest single item will be expansion of 
the large Riverside steam station in Minneap- 
olis. A new generating unit will be added, in- 
creasing capacity of the plant by 46,700 hp, to 
180,000, making it the largest electrical plant 
in the Northwest. Two additional boilers also 
will be installed. 


Cleveland Trencher Designed 
for Pipe Line Work 


FS Wyse trenching machine, especially built 
to fully meet the vigorous field conditions 
encountered by pipe line companies and con- 
tractors, is announced by the Cleveland 
Trencher Conmpany. This trencher embodies 
many practical features which assure ex- 
ceptionally high capacity and continuity of 
performance, at lowest operating costs. Known 
as Model 110, it is constructed along the time- 
proven, patented design of full crawler ditch- 
ers, originated by The Cleveland Trencher 
Company in 1921 and used by them in all 
models manufactured since that date. 

Some of the many distinctive quality fea- 


tures found in this new, modern ditcher are: 
Unit type construction; steel enclosed, dirt 
sealed, drives; differential brake steering; 
quick-shift arc-type conveyor; close-up view 
of digging action from operator’s platform; 
use of over 90 anti-friction bearings; unpre- 
cedented usage of alloy, heat-treated steels, 
Easily-installed accessories simplify _pipe- 
stripping for reconditioning or replacement. 


$60,000,000 Utility Budget 


UE largely to increased demands by cus- 

tomers for service, the estimates for con- 
struction expenditures in 1937 by the Con- 
solidated Edison Company of New York 
amount to nearly $60,000,000—the largest total 
of engineering projects for the system since 
1931. 


Promotion Program for 
Electric Water Heating 


LANS for an intensive promotion program 
P to obtain broader public acceptance of 
electric water heating in 1937 have been com- 
pleted by the Edison Electric Institute and 
the electric water heating section of the Na- 
tional Electrical Manufacturers Association. 

.. M. Robinson, president of the Idaho 
Power Company and chairman of the E.E.]. 
water heating committee, is heading this joint 
activity. Manufacturers codperating are: 
Automatic Electric Heater Company, Clark 
Electric Water Heater Division of the Mc- 
Graw Electric Company, Cleveland Heater 
Company, Edison General Electric Appliance 
Company, Inc., Electromaster, Inc. A. J. 
Lindemann & Hoverson Company, Westing- 
house Electric & Manufacturing Company, 
John Wood Manufacturing Company, Hot- 
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From the day ELECTRUNITE Boiler 
Tubes were offered to industry, they 
have been sold with the idea that the 


user is the final judge — and more are 
being sold today than ever before. 


Read for yourself the judgment of users: 
Engineer of a brewing company: “Tubes 
better than any I have ever used.” 

Large implement manufacturer: “‘Tubes are 
as fine as any I have ever seen.” 
Municipal lighting plant: “Saved three days 
in installation.” 

Processing plant: “ELECTRUNITE very 
satisfactory. Have bought it on every 


purchase since we started to use it.” 


WORLD’S LARGEST PRODUCER OF ELECTRICALLY 


CLEVELAND... . OHIO 


¥¢ 





Railroad: “The best tubes the men ever 
rolled in.” 


Large hospital: “Have had trouble previ- 
ously with blistering in fire row of water 
tube boilers, but no such trouble since 
ELECTRUNITE was installed.” 

Engineer of a rubber company: “Tubes 
exceptionally clean.” 


ELECTRUNITE Boiler Tubes con- 
tinue to be sold with the user the 
final judge....If you are a user of 
boiler tubes, it will pay you—as it 
has other users—to investigate 
ELECTRUNITE. Write for information. 





‘ iM 
[REPUBLIC | 
STEEL 





ic OR PORATION 








Steel and Tubes... 


WELDED TUBING 


writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further inyormation, please address Department PF. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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stream Heater Company, Malleable Iron 
Range Company and Thermogray Company. 


Wisconsin Utilities Plan 
Large Expenditures 


— to a survey made by the Wis- 
consin Utilities Association, approxi- 
mately $15,347,678 will be spent this year by 
utilities in Wisconsin for construction and 
maintenance purposes, an increase of more 
than $2,000,000 over 1936. 

Electric utilities constructed 2,333 miles of 
rural lines during 1936, according to A. F. 
Herwig, secretary of the association, bring- 
ing service to 6,002 customers. 

At the beginning of 1937, electric utilities 
served 613,120 customers, against 594,000 in 
1935, and sold 3,333,481,747 kwh of energy 
during 1936, as against 2,185,825,000 in 1935. 


Raleigh Gas Company’s Sales 
Show Increase 


Sexy Raleigh Gas Company’s sales volume 
in 1936 increased approximately 10 per 
cent over sales in 1935, and sales of appliances 
by the company increased over 1935 as they 
did over 1934, according to J. S. Holt, division 
manager. 

Mr. Holt reported that in 1936 the company’s 
customers showed a substantial increase and 
that the volume of gas sales in 1936 exceeded 
all previous records necessitating improve- 
ments and additions to manufacturing facil- 
ities. 


New Delta-Star Products 














A New Cable Terminator 


Designed for cross arm mounting in distri- 
bution service, this new 7.5 kv, 500 ampere 
Terminator has several improvements. The 
cap nut and cover gaskets are completely con- 
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fined in a recess protected from weather. The 
cap nut compresses its gaskets a definite 
amount and then makes direct electrical con- 
tact with the bronze cap cemented to the porce- 
lain. This appreciably reduces the amount of 
current carried by threads from stud to cap 
nut. 














Indoor Disconnecting Switch 


A tongue type heavy duty multi-blade indoor 
disconnecting switch with two hard drawn 
copper blades engaging a solid one-piece cop- 
per contact with terminal pads. Contacts are 
full-floating type and blades are adjustable. 
Large radiating surfaces insure low tempera- 
ture operation. Blade locks are positive, easily 
operated and of simple robust construction. 

Delta-Star Electric Company, Chicago, IIli- 
nois, 


Overhead Construction Data 


ONSIDERABLE engineering data, of value to 
} designers, purchasers and builders of 
overhead lines, are published by the Copper- 
weld Steel Company. These include : “Ground- 
ing Notes,” dealing with protective grounding 
—‘Rural Line Construction News” and the 
“Rural Lines” data binder—the book, “Sag 
Calculations by the Use of Martin’s Tables” 
—and the “Copperweld Engineering Data 
Binder.” Copies of any of this material may 
be obtained from the Copperweld Steel Com- 
pany, Glassport, Pa. 


American Telephone & Tele- 
graph Reports Service Increase 


CCORDING to a recent report by the Ameri- 
A can Telephone and Telegraph Company, 
there was an increase of 881,000 telephones in 
service in 1936, compared with an increase in 
1935 of 456,000 and of 298,000 in 1934. There 
were 14,453,000 Bell telephones in service at 
the end of 1936. 

Including the telephones of about 6,600 con- 
necting companies and more than 25, con- 
necting rural lines, there were at the end of 
the year, approximately 18,360,000 telephones 
in service in the United States, Further exten- 
sions were made in overseas radio telephone 
service and at the end of the year 68 coun- 
tries could be reached by telephone. "eR 

The Bell System has continued to maintain 
its telephone plants in a state of high efficiency 
and, it is reported, is in good condition to 
handle the substantial growth now being ex- 
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et’s look at the records... 


The past is a clear picture—the present an open book 
—the future a lighted path—with Taylor Power Re- 
corders. Use them to check waste and high power costs 


Taylor R ding Th For applica- 

within minus 100° and plus 100° F, Fine-appearing, 

black finish, Face- or flush-mounted cases, Duit- 

Temperature recorder in three types—. 

Vapor-Actuated. Mercury type uses Taylor Ac- 
Tubing designed to p for temp 

through which tubing passes and to assure a reading 

t bulb temperature, 








HAT happened last week—last 

month—yesterday? If temper- 
ature, or pressure, has any bear- 
ing on the matter, you can find out 
quickly from the accurate records 
written by Taylor Power Plant 
Recorders. 

Through their charts these Re- 
corders show past errors and guard 
today’s revenue and profits against 
waste and high power costs. They 
are specially designed for use in 
helping you produce and supply 
power most economically and effi- 
ciently. They protect against tem- 
perature and pressure “leaks” that 
may be unsuspected or hidden now. 

Taylor Recording Thermometers 
have modern refinements that as- 
sure greater accuracy and durabil- 
ity. With an improved mechanism 
they have maximum sensitivity and 
accuracy without sacrificing in any 
degree the life you should expect 
under severe conditions of service. 
They are constructed so as to serve 
efficiently and economically. Their 
accuracy saves money; their dura- 
bility pays dividends. 

Let a Taylor representative dis- 
cuss any temperature problems 
with you, then put a Taylor Re- 
corder to any test you wish. You 
will find that it measures up fully to 
your needs. That is what our tests 
show and what many plants have 
proved. For complete details on 
Taylor Recorders, write for a spe- 
cial Power Plant Catalog. Address, 
Taylor Instrument Companies, 
Rochester, N. Y., or Toronto, Can- 
ada. Manufacturers in Great Brit- 
ain—Short & Mason, Ltd., London. 
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TEMPERATURE, PRESSURE and 
FLOW INSTRUMENTS 
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perienced, although additions to plants will be 
necessary in increasing amounts as growth 
continues. 


$1,721,376 Expenditure Planned 
by Houston Lighting & Power 


F geomng ony $1,721,376 will be spent this 
year by the Houston Lighting & Power 
Company in expansion and improvement to 
property, according to H. O. Clark, vice-presi- 
dent. Distribution and meters will account for 
$898,372 of the total. 

The company now has 118,013 meters in 
service, an increase of 8,318 during 1936. 


Arizona Edison Enlarges Plant 


HE Arizona Edison Company is expending 

between $30,000 and $50,000 enlarging its 
Coolidge plant, according to General Manager, 
J. B. Sexton. 

The expansion program includes the erec- 
tion of a 100,000-gallon water reservoir and 
the construction of an addition to the main 
plant building to house additional equipment. 


Steel Firm Reports 
Substantial Upturn 


oT of the United States Steel 
Corp. for the fourth quarter of last year 
averaged 66.2 per cent of capacity for finished 
products, according to Myron C. Taylor, 
chairman of the board. This is the highest 
rate reached in any quarter of 1936. For the 
entire year the finished-product output 
equaled 59.4 per cent of capacity, the highest 
annual rate of operations reached since 1930, 
when it was 65.6 per cent. 

The operating ratio fell to 38.0 per cent for 
1931 and to a low point of 18.3 per cent for 
1932, whence it recovered each year to 38.8 
per cent for 1935. 

The growing volume of incoming business, 
which was evident at the close of the third 
quarter of 1936, continued during the fourth 
quarter and since then. 

Prices received for products shipped to 
domestic customers during the last quarter of 
last year averaged about the same as in the 
preceding nine months, but were slightly 
below the average for the corresponding 
period in 1935. Prices on export sales showed 
an upward tendency. 


New Record in Sale 
of Gas Appliances 


D URING 1936, sales of gas appliances in Con- 
necticut, particularly gas ranges, auto- 
matic water heaters, and gas refrigerators, 
exceeded all previous marks ever established 
in the state, it is reported by public utilities 
giving gas service, master plumbers, hardware 
merchants, and other dealers in gas appliances. 

This new record in appliance sales is due 
not only to the increase in public purchasing 
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power brought about by business recovery, but 
also to preparations made for recovery by 
the manufacturers of gas-burning household 
apparatus during the depression years. Im- 
provements in design and performance have 
been made rapidly in the past few years. 

The year 1936 alone has seen greater im- 
provements made in domestic gas appliances 
than in any other period of similar length in 
history, according to R..M. Connor, director 
of the American Gas Association Testing 
Laboratories, which are in charge of testing 
all new types of appliances submitted by manu- 
facturers. This is particularly true, he said, 
when the situation is viewed from the stand- 
point of performance. 


Frigidaire “On Parade” 


— greatest sales campaign—the 
“1937 Proof Parade”—was officially in- 
augurated on March 7th when the national ad- 
vertising program announced the new 1937 
Super-Duty Frigidaire with the Meter-Miser 
—Five Basic Services—and Proof. 

Frigidaire has issued a 32-page booklet de- 
scribing in detail their 1937 line of household 
refrigerators, a pamphlet describing the new 
household water cooler and a new receipe 
book. A comprehensive book for dealers out- 
lining sales activities also is available. These 
booklets and other information about the new 
sales program may be obtained from the Frigi- 
daire Division, General Motors Sales Cor- 
poration, Dayton, Ohio. 


Gas Appliance Sales 
Show Gains 


A of 1,500,000 gas ranges were sold 
during 1936, a gain of 31 per cent over 
the preceding year, the Association of Gas 
Appliance and Equipment Manufacturers re- 
cently reported. Sales of gas-fired water heat- 
ers increased 20 per cent over 1935 and gas- 
fired refrigerator sales gained 25 per cent. 


For Your Information 


Wire Rope. Safe Practices Pamphlet No. 26. 
Published by National Safety Council, Inc., 
20 Norfh Wacker Drive, Chicago, Illinois. 
20 pages, 84 by 11 inches, 51 illustrations, 8 
tables. 25 cents per copy, quantity discounts 
upon request. 

This pamphlet is based on the accident pre- 
vention experience of a number of employers. 
However, it should not be assumed that every 
acceptable safety precedure is contained there- 
in. The pamphlet should not be confused with 
Federal, state or insurance requirements, nor 
with national safety codes. 

The following subjects are covered in de- 
tail: construction and purposes of wire rope, 
sheaves and drums, wire rope attachments 
and connections, and wire rope slings. Con- 
siderable space is given to explaining and illus- 
trating the use, care and inspection of wire 


rope. 
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8 Reasons Why 


Pennsylvania Distribution Transformers 
Give Maximum Service and Economy 


Coils are circular—not rectangular—so that they withstand short 
circuits without distortion. 

Coils are of the open type, similar to power transformers—in- 
stead of the ordinary closed type. 

Coils are treated in varnish—not compound—and therefore will 
not soften under high temperature nor contaminate oil. 

Coils, due to open type construction, have a low temperature 
gradient between copper and oil—a feature which permits greater 
overloads with perfect safety! 

Coils are treated at a temperature limited to 105°C (the maxi- 
mum permitted by A. I. E. E.), thus assuring a permanently 
safe and pliable insulation. 

High-tension and low-tension bushings are bolted from the ex- 
terior of case, eliminating necessity for handling tools on inside. 
The transformer insulation is properly co-ordinated with the 
flash-over of the bushings, thus providing necessary surge-resist- 
ing qualities. 

The transformer is so designed that radio interference is reduced 
to a minimum. 


No matter how complex your problem may seem, 
our engineers can help provide the solution. 


Pennsylvania Transformer Co. 


1701 Island Avenue, N. S., Pittsburgh, Pa. 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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DISTRIBUTION 
TRANSFORMERS 




















Meet The Requirements For Satisfactory 

















(Above) Typ- 
ical Wagner 
type HEB-F 
rural-line dis- 
tribution trans- 
former. (Right) 
A Wagner rur- 
al-line trans- 
former equip- 
ped with a spe- 
cial external 
fuse. 


(In Circle) 
Wagner rural- 
line transform- 
er in a square 
tank. 

(Right)Wagner 
tural-line 
transformer 
equipped with 
an external fuse 
and a valve- 


type lightning 


arrester. 


MOTORS 
TRANSFORMERS 


Sar 


RURAL-LINE Service 
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Wagner type HEB-F rural-line distribution trans- 
formers have all these advantages for satisfactory 
rural-line service: 


1. Their COST is reasonable, yet their design and 
construction are consistent with good operating 
economy. 


2. Their DESIGN can be easily adapted to any 
type of rural-line system or its extension. 


3. They are SELF-PROTECTING against lightning 
and abnormal voltage surges. 


4. Their EFFICIENCIES of transformer operation 
are within the prescribed limits for economical per- 
formance. 


5. The LOCATION of their bushings, mounting 
brackets, gaps, connectors, etc. are arranged to facili- 
tate installation and maintenance. 

(a) Rural-line transformers housed in round tanks 
have a decided advantage in that the relation of the 
bushings to the mounting brackets may be altered 
thru 360 degrees by rotating the cover assembly, 
thereby permitting greater mounting flexibility. 


@. Their MATERIAL and PARTS have been care- 
fully selected and liberally designed to climinate 
failures. 


7. Their CONSTRUCTION is representative of the 
latest development in design and manufacture. 


Wagner TYPE HEB-F rural-line distribution 
transformers have not only all these advantages, 
but many more. For futureinformation regard- 
ing these transformers, write the nearest Wagner 
branch office. Descriptive literature will be sent 
upon request. 


Wadnesl lectins Corporation =‘ FANS 


6400 Plymouth Avenue, Saint Louis.U.S.A. 


BRAKES 


TD237-2BA 
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Keeping Step with Demand 


WwW j t h At the Powerton Station of Illinois Super-Power Co. 
Buffalo Forced and Induced Draft Fans keep pace 
with the varying demands for STEAM! Since 1927 
more than thirty-five Buffalo Mechanical Draft Fans 
have been installed at this plant, which of course is 


rated as one of the most efficient in the country. 





Cd 


F Oo Ye C ED If you want that same efficiency in your power plant, 
we shall gladly show you how and why “Buffalo” 


DR A F T Fans can help. 


FA N S , Write for special bulletin 2872. 





Buffalo Forge Company 
444 Broadway Branch Engineering Offices Buffalo, N. Y. 


in Principal Cities 


In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 
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“Section of the Turner South Point Transmission line, erected for Appalachian Electric Power Co. in West Virginie.” 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. Sth ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 


[A el CO) TO) SVAN SS ON RINIS 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. "The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 
the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
—— the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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This is the “thumbprint”—this is the symbol— 
of the Quality that has built the reputation of 
Trident and Lambert Water Meters. It typifies 
Quality of design, of materials, and of work- 
manship. It identifies the quality of inter- 
changeable parts ... that supreme Trident ad- 
vantage that makes it possible to wipe water 
meter deterioration and obsolescence off your 
beoks by inserting modern interchangeable 
parts into old meters that have seen 10, 20, 30 
years of service. 

. A water meter for every requirement—send for 
ates. geste. asia te Catalog ... Neptune Meter Company (Thom- 
yg hy Be son Meter Corp.), 50 West 50th Street (Rocke- 
ing. feller Center), New York City ... also... 

Neptune Meters Ltd., Toronto, Canada. 


tiem TRIDE ME 


and Lambert Water Meters 


made and sold the world over 
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Uuxe 


Feet] Designed for Electric Ranges 


_WaRE 


for Brilliant Performance 


These five beautiful matched utensils are made of triple thick aluminum. They 
combine all features recommended for range efficiency and economy—and 


make possible new accomplishments in the art of range cookery. 


New Features For Electric Range Promotions 
Design. Embodies entirely new principles for | The DeLuxe set is ideal for promoting electric range 
healthful, waterless cooking. sales. Its beauty and features appeal to prospects; 
. Bakelite Handles and Knobs. Will not shrink, | its perfect performance pleases the range owner. Set 
turn or loosen. Can be used in the oven with consists of a 5 quart Dutch Oven; 2, 3, and 4 quart 
heats up to 350 degrees. (Dutch Oven——450 | covered Sauce Pans; and a 10 inch Covered Skillet 


degrees.) . 
. Triple Thick Aluminum. Requires only low heat | Chicken Fryer. 


for cooking—heats quickly and evenly. 
Flavo-Seal covers. Retain natural food flavors ; ; 
pat gen lng Complete Recipes and Instructions 

. Flat Bottoms and Straight Sides. Result in high | A 23-Page recipe booklet, especially prepared for 
thermal efficiency. Utensils fit snugly over heat- | electric range cookery, accompanies each set. Write 
ing units. for your copy. 


WEST BEND ALUMINUM COMPANY 
Dept. 662 West Bend, Wisconsin 
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LIMINATE Expensive, Unsatisfactory 


Methods 
REDUCE Danser to the Public from Im- 


properly Backfilled Trench 


amp and Backfill Your Trench With One Compact 
achine— 


he 
LEVELAND 








AMPER— en 
JACKFILLER ge 








No trench job is ever absolutely 
complete unless it has been thor- 
oughly tamped and the earth re- 
placed as tightly and compactly as 
before removal. With hand tamping 
these results cannot be obtained. 
Only by the use of machine-tamp- 
ing can you be sure that your trench is properly tamped and the hazard to 
the Public reduced. 
The Cleveland Tamper-Backfiller is a distinctive, practical machine giving you 
in one compact, mobile unit exceedingly valuable equipment for the two allied 
operations of tamping and backfilling. 


With the use of the Cleveland Tamper-Backfiller, Operating costs are reduced 
and working time materially decreased. You’ll find it worth your while to 
investigate this machine. Write today for complete information. 


THE CLEVELAND TRENCHER COMPANY 


210100 St. Clair Ave. Cleveland, Ohio 
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HIGH STRENGTH |-===; 
PE af / 
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HIGH 
CONDUCTIVITY 











f OVERHEAD 
‘] GROUND 


Having high strength with low weight, 
Copperweld Overhead Ground Wire 
can be strung with small sags, providing 
maximum clearances and, therefore, 
maximum lightning protection. Its great 
safety under all conditions assures reli- 
able, uninterrupted service. 

May we co-operate by supplying you 
with tables showing cheetterieiies of 
Copperweld Overhead Ground Wire, 
sag and other engineering informa- 
tion 


COPPERWELD STEEL COMPANY 


GLASSPORT:--- BA. 








What are the FACTS 
ov ELECTRIC RANGES? 


OW long do different 

makes of range take to 
boil two quarts of water? 
What is the heat loss from the 
oven when roasting a leg of 
lamb? Will the surface units 
of the ranges you sell or rec- 
ommend show satisfactory 
life? An E. T. L. Test Report 
will answer these and many 
other questions. 


For forty years now, Electrical 
Testing Laboratories has been serv- 
ing utilities, helping them to know by 
test about the products they buy, use, 
sell or service. They tell us that 
this has actually brought savings in 
operation. May we help you? 


Write for a copy of the new book- 
let which explains our services. 


ELECTRICAL 
TESTING 
LABORATORIES 


AT . 
iN. I 














SPECIFY 


MERCOID CONTROLS 


THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 


THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 


MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
ACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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PROVE the VALUE of MODERN EQUIPMEN 
with ACTUAL DEMONSTRATIONS 


inky 3 
Y Waste, Dou, 


<giro is 7 


Pitot } Py - For example 


PROVE IT WITH A 
Robertshaw-equipped 


COFFEE URN 


Here’s a demonstration that will get you order 
for complete kitchen modernization. Try it! 

Just ask restaurants to install a Robertsha 
thermostat at (for example) a coffee urn. Ther 
have them check the savings. 

You'll get sales results because Robertshav 
thermostats have made fuel savings of 10% tq 
25% and more! 

Demonstrations like these plant the seeds o 
complete kitchen modernization. They've actu 
ally caused whole restaurant chains to replac 
old urns with new Robertshaw-equipped 


ROBERTSHAW THERMOSTAT CO. 


YOUNGWOOD., PA. 


Robertshaw helps you sell 
kitchen modernization in 
ads that go to your pros- 
pects. Take advantage of 
the publicity. Give your 
customers a sample of Rob- 
ertshaw savings. They'll 
like it-and ask for more. 





March 18, 1937 Public Utilities Fortnightly 


1330 


CAPITAL AND SURPLUS 


*5,000,000 


W I 


—— THAT 


SS DEMANDS 


RECOGNITION 








— 
S 


The first Hygrade Lamps were manufactured in 
1901. The capitalization of the company was $3500. Hy- 
grade Lamps entered the market in competition with bulbs pro- 
. duced by the largest manufacturers of electrical equipment in 
the world. Yet, by the sheer power of their fine quality, they have 
steadily forced growing recognition of their merits until today’s 
demand for them has reached a volume that is the third largest 
in the country—and the company’s capital and surplus is over 
five million dollars. 

CAPITALIZATION A big company—a big name. A concern whose record and prod- 
$3500 uct must command respect—and consideration in your scheme. 
A story of the facts behind such tremendous growth must be 
worth listening to. It’s a story that offers economies as well as 
quality, a story that is interesting more and more important 
utilities—particularly on street lighting. A story you ought to 

know. Ask us to give it to you. 


HYGRADE SYLVANIA CORPORATION, SALEM, MASSACHUSETTS 


—t— HYGRADE LAMPS 


SPECIALISTS IN 
STREET LAMPS Manufacturers of incandescent lamps for over 30 years. 
: Makers of Sylvania Set-tested Radio Tubes. 
81936, Hygrade Sylvania Corp. 
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Public Utilities Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


J] A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, .D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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FURNACES (Woter-Cooled 























a. 


dence, Springfield, Dayton, Toledo, 


and many others—home and abroad— 


keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 


stringent anti-smoke ordinances. 

















VEOe 


Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIE 
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Eliminate the smoke 
nuisance 
Companies in great population 
centers—New York, Brooklyn, Phila- 
delphia, Washington, D.C., Chicago, 
Detroit, Boston, New Haven, Provi- 
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All Over the World Engineers 
; e Choose This Battery 


NGINEERS all over the world recognize, 

in the unusual construction of the Exide- 
Chloride Battery, the reason for its gratify- 
ing performance in railway, telephone, elec- 
tric power control and all other stationary 
services. 








In nearly a half century of building stor- 
age batteries for every purpose, no other 
battery has been developed which fulfills 
more completely the requirements of utility 
and private industrial engineers. Write for 


CHL Oo RIDE information about this battery with its re- 


markable Manchester positive and Box 


BATTERIES negative plates. 
THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 











¢ 


Reserved for 


an 


MSA Advertiser 
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As Is Your Thermostat, 
So Is Your Storage Heater 


You will agree that the success 
of an automatic storage heater 
depends in large measure upon 
the performance of its thermo- 
stat. Look well, therefore, to 
that angle. 


Your aim is to increase consum- 
er satisfaction. That means, in 
the present instance, a thermo- 
stat upon which the user can 
depend at all times—which re- 
duces your servicing to a neg- 
ligible minimum—which consis- 


tently builds good will for you 
in your community. 


The Titan Snap Action Thermo- 
stat fulfils these requirements. 
It is known for its universal 
reliability even under the most 
severe conditions. Titans are 
already standard equipment on 
most storage heaters approved 
by the American Gas Associ- 
ation. Their enviable record 
warrants your complete confi- 
dence. 


THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS «» 
9913 Elk Avenue 


SAFETY PILOTS «» 


RELIEF VALVES 
Cleveland, Ohio 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United sis — Courts of SIMPLE 
ppeais 
A 
—— United States District Courts Soaereee 
FIFTY YEARS State Courts CLASSIFICATION 
lice iene Federal Regulatory Commissions OF SUBJECTS 
NE State Regulatory Commissions 
A 
SURVEY OF Insular and Territorial Regulatory eee 
THE LAW Commissions A GREAT SERVICE 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
Washington, D. C. 
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HEY PULVERIZERS 


in Central Stations 


lant after plant in the Public Utility industry has swung to Riley 
ulverizers .. . definitely establishing Riley as one of the leaders 





A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
sr. Louts CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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“What does business care 





ie : 
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about you and me: 


Four-fifths of the National Income goes to work- 
ers, that is, about 65 per cent to those paid 
wages and salaries by employers and about 
15 percent to those who pay themselves 
mainly wages or salaries. 

This income averages $1100 per year to each 
worker. 

If no one of these workers were permitted a 
wage or salary in excess of $5000 and a!] 
above that amount were distributed evenly to 
g those who receive less thin $5000, each 
i“ would get about 85 cents more a week. 
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The Trend CONSTANT SERVICE 
to Dictaphone 


Sweeps On 


To your secretary it means 
all that note-taking time is 


released for valuable work. ane , 
is combined meter 


To you, it means instant dic- box and service switch is 
° f iliti l il built to give constant ser- 
tation facilities always avail- vice under the toughest 
able, without dependence on wenther  Sonciiems. 
Aluminum or rust- 
anybody else. That’s why we prosied ctel . . funaé 
say this modern dictating pullout switch . . special 
a weatherproof door . . 
instrument doubles your plenty wiring space . . 


any desired knockouts. 


ability to get things done. 


DICTAPHONE for mums ineia 
Sales Corporation 


420 Lexington Avenue 


New York City WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 


























y 
c 
2 
: 











Dependable servicelong hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industriel Aash- 
lights and batteries have proven they can 


the tan 


take it. That’s why each year more and more 





utilities specify “Ray-O-Vac”’. 


RAY-O-VAC hededi 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT — MADISON, WISCON 


Additional Factories at Clinton, Massachusetts, Lancaster, Oh 
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INDEX TO ADVERTISERS 


A 





Aluminum Company of America 





American Engineering Company 





American Street Illuminating Company 
Anchor Post Fence Company 





Art Metal Construction Company 





B 
Babcock & Wilcox Company, The 





Barco Manufacturing Company 





Black & Veatch, Consulting Engineers 








Bristol Company, The 





Buffalo Forge Company 
Burnham Boiler Corporation 





Burroughs Adding Machine Company 





Cc 





Carter, Earl L., Consulting Engineer 





Cheney, Edward J., Engineer 
Cities Service Company 








Cleveland Trencher Company 





Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Company 





Copperweld Steel Company 





Crescent Insulated Wire & Cable Company, Inc. 





D 
Davey Tree Expert Company, The 





Delta-Star Electric Company 





Dictaphone Sales Corporation 








Dictograph Products Company, Inc. 
Ditto, Inc. 








Electric Storage Battery Company, The 
Electrical Testing Laboratories 





Elliott Company 





¥F 
Ford, Bacon & Davis, Inc., Engineers 





Frigidaire Corporation 





G 





General Electric Company 





Goodrich, B. F., Company, The 





Grinnell Company, Inc. 





Guth, Edwin F., Company 
H 
Hammermill Paper Company 





Hays Manufacturing Company 





Hoosier Engineering Company 





Hygrade Sylvania Corporation 





I 





International Business Machines Corporation 





International Harvester Company, Inc. 
J 
Jackson & Moreland, Engineers 





Jensen, Bowen & Farrell, Engineers 








Johns-Manville Corporati 
Johnst & J ings Company, The 








(Concluded on Page 80) 
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ySTRAND 
nat LASTS LONGER 


While you have been looking for a strand that stands-off 
corrosion—that handles well and resists cracking and flak- 
ing—we have been perfecting just that kind of strand. It 
is heavily coated with tough galvanizing, securely applied 
and kept at a uniform thickness. Rugged, not brittle, this 


| WILLIAMSPORT 
offers Re/iable Quality 
in every Wire Rope you need 


Williamsport has more to offer any 
plant in the utility field. It offers the 
certainty, the unerring accuracy and ex- 
perienced judgment which shapes the 
finest materials into wire rope that gives 
place to no other ... bar none! And 
Williamsport provides none but the 
specific rope which precisely meets the 
needs of each individual job. For 
safety, for day-in day-out dependability, 
for more work handled at lower rope 
cost—you will do well to rely on 
Williamsport. 


Send for the latest handbook 
for your field. 


WILLIAMSPORT WIRE ROPE COMPANY 


122 SO. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Offices in All Principal Cities 


JOSLYN MANUFACTURING & SUPPLY CO. 7 ™- WACKER DRivE cuicago, WL. 
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INDEX TO ADVERTISERS (Concluded) 


K 
Kerite Insulated Wire & Cable Company, Inc., The 








Kisco Boiler & Engineering Company 





Klein, Mathias & Sons 
L 





Lincoln Electric Company, The 
Lindemann, A. J. & Hoverson Company .. 
Link-Belt Company 








M 


Mercoid Corporation, The ... 
Merco Nordstrom Valve Company 








N 


Nation’s Business 
National Carbon Company, Inc. 














Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Company 


Oo 





Okonite Company, The 
P 








Pennsylvania Transformer Company 
Pittsburgh Plate Glass Company 








Pittsburgh Reflector Company 





Power Transmission Council 





Public Utilities Fortnightly 





Public Utilities Reports, Inc. 





Pyrene Manufacturing Company ....... 











Remington Rand, ; My 








Ridge Tool Company, The 





Riley Stoker Corporation 





Robertshaw Thermostat Company 
Royal Typewriter Company, Ine. ............ 





Ss 


Safety Gas Main Stopper C I 
Sanderson & Porter, Engineers 
Sangamo Electric Company 











Silex Company, The 





Socony-Vacuum Oil Company, The 
Spooner & Merrill, Inc. 
State Law Reporting C 
Steel and Tubes, Inc. 




















Taylor Instrument C 
Titan Valve & ole wg Cc pany, The 


U 





United States Electric Mfg. Corp. 
Vv 


Victor Insulators, Inc. 
Vulcan Soot Blower Corporation 


w 


SEE AO OTTO, RT OE AE Ee , 
Walker Electrical Company 

West Bend Aluminum Company . 
Williamsport Wire Rope Company . 
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PROFESSIONAL DIRECTORY 


®@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














ford, Bacon & Davis, Anc. 


Engineers 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


RATE CASES 
APPRAISALS 
INTANGIBLES 


NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH 
CONSULTING ENGINEERS 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
PUBLIC UTILITY 


VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wit 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations —Valuations 


20 North Wacker Drive Chieago, Ill. 
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How easy it is to adjust the 


"COMPRESSOR" 
does it hold? 


and how well 


SE ig TRS oo 


The Art Metal 
friction clutch 
side jock com- 


@ When you open the drawer of an Art Metal file you know 
that you will find your papers securely in place, just as you 
left them. The friction clutch principle of Art Metal’s side 
lock compressor holds papers upright and locks itself against 
backward movement in the file drawer. The compressor can 
be moved forward without releasing the clutch. A pressure 
of the finger promptly releases the follower. 

Art Metal Director files contain many exclusive features 
developed during nearly half a century’s experience in build- 
ing steel office equipment. These improvements make far 
easier operation and longer life. There are Art Metal Files 
for all standard records and forms. Send for catalog. 


Art Metal Gry 


ART METAL CONSTRUCTION COMPANY, JAMESTOWN, N.Y. 
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JAWS 
AND 
HANDLE 
NOW ALLOY 


hat Cuts Your Wrench Repairs 15% 


And that adjusting nut spins freely in open housing in all sizes, 6" to 

60". The replaceable jaws are non-slip non-lock, made of chrome 

molybdenum alloy with handy pipe scale on the hook jaw. Try one and 

you'll see why FRIED is the most popular make in the world. 
Ask your Jobber 


E RIDGE TOOL CO., ELYRIA, OHIO, U. S. A. 
es eo alee 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





wa, 


WHY HE SLEEPS WELL 


E are indebted for.this significant story 
to Mr. W. J. Cameronion the. Ford radio 
program. 


“Tf you :please, sir, I know how to sleep on a 
windy night.” Thus responded the good- 
natured; «gawky applicant to. Farmer White’s 
offer’ of employment. “You what?’’ “I knew 
how to sleepeen:a windy night”? “Well, that’s 
ho great recommendation,” said’Farmer White; 
“most men can do that only too well.” 


There was something likablé in the . honest 
eyes of?the.new. hired man—something interest- 
ing-behind what he had said. One night, several 
weeks later, Farmer’ White was to Tearn.. The 
wind had awakéned, It.gathered:itself in ‘great 
gusts and sent the clouds scurrying across the 
sky; and it hammefed against »buildings and 
tore atthe haystacks and howled down the 
chimneys. Farmer: White sat straight up in*bedj 
He ‘knew that wind. ‘Many a time it shad 
wrenched off a door, scattered his hay, bowled 


over a coop. “John,” -he shouted. “John, J 
where are you?” But John was fast asleep} 
might just as well have been in the next ta 


Farmer White rushed out into the’ night, 
pecting to see everything tumbled, about. 
he found the stable doors safely fastened, 
windows firmly locked, the horses. and cattle 
snug in-their stalls. He found the stacks ¥ 
roped, the: ropes well»pegged—the sty sedi 
the coops firm. Then it came to him—sudde 
just what’ John meéant: Littl wonder 
slept well. when 'the.-wind: blew. 


Isn’t there a moral in this story for as-as a @ 
ufacturer—for you ‘as a purchasing agent, 

tribution ehgineer, or manager2.<Isn’t peace 
mind, based on the. knowledge that you 

the best equipment you can buy—the best 
can be built—worth far more than any of 
consideration? » We believe it-is) "That ‘: ¥ 


‘Wwe continue to remind you of the built-in v 


of General Electric apparatus... 96 
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